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CERTIFICATE OF NEED APPLICATION

FOR

TENNOVA LAFOLLETTE HEALTH & REHAB CENTER

Renovation of Skilled Nursing Facility

Campbell County, Tennessee

May 15, 2015

Contact Person:

Jerry W. Taylor, Esq.
Burr & Forman, LLP
511 Union Street, Suite 2300
Nashville, Tennessee 37219
615-724-3247




SECTION A:

APPLICANT PROFILE

1.  Name of Facility, Agency, or Institution

Tennova LaFollette Health & Rehab Center

Name

200 Torrey Road Campbell
Street or Route County
LaFollette TN 37766
City State Zip Code

2. Contact Person Available for Responses to Questions

Jerry W. Taylor Attorney

Name Title

Burr & Forman, LLP jtaylor@burr.com
Company Name Email address

501 Union Street, Suite 2300 Nashville TN 37219

Street or Route City State Zip Code
Attorney 615-724-3247 615-724-3347
Association with Owner Phone Number Fax Number

3. Owner of the Facility, Agency or Institution

Campbell County HMA, LL.C 423-907-1200
Name Phone Number
923 E. Central Avenue Campbell
Street or Route County
LaFollette N 37766

City State Zip Code

4. Type of Ownership of Control (Check One)

A. Sole Proprietorship F.  Government (State of TN or
B. Partnership G. Political Subdivision)

C. Limited Partnership H. Joint Venture

D. Corporation (For Profit) I.  Limited Liability Company

E. Corporation (Not-for-Profit) Other (Specify)

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND
REFERENCE THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS.

Organizational documentation is attached as Attachment A, 4.
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Name of Management/Operating Entity (If Applicable)

N/A

Name

Street or Route County
City State Zip Code

PUT ALL ATTACHMENTS AT THE END OF THE APPLICATION IN ORDER AND
REFERENCE THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS.

Legal Interest in the Site of the Institution (Check One)

A. Ownership D. Option to Lease
B. Option to Purchase E. Other (Specify)
C. Leaseof 10 Years X

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND
REFERENCE THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS.

A copy of the Lease is attached as Attachment A, 6.

Type of Institution (Check as appropriate--more than one response may apply)

A. Hospital (Specify) I.  Nursing Home X

B. Ambulatory Surgical J.  Outpatient Diagnostic Center
Treatment Center (ASTC), K. Recuperation Center
Multi-Specialty L. Rehabilitation Facility

C. ASTC, Single Specialty M. Residential Hospice

D. Home Health Agency N. Non-Residential Methadone

E. Hospice Facility

F. Mental Health Hospital O. Birthing Center

G. Mental Health Residential P. Other Outpatient Facility
Treatment Facility (Specify)

H. Mental Retardation Q. Other (Specify)
Institutional Habilitation
Facility (ICF/MR)




8. Purpose of Review (Check) as appropriate--more than one response may apply)

New Institution G. Change in Bed Complement

A.

B. Replacement/Existing Facility [Please note the type of change by

C. Modification/Existing Facility X underlining the appropriate

D. [Initiation of Health Care response: Increase, Decrease,
Service as defined in TCA § Designation, Distribution,
68-11-1607(4) Conversion, Relocation]
(Specify) H. Change of Location

E. Discontinuance of OB Services I.  Other (Specify)

F.  Acquisition of Equipment

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]




Bed Complement Data

Please indicate current and proposed distribution and certification of facility beds.
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Medical
Surgical

Long-Term Care Hospital

Obstetrical
ICU/CCU
Neonatal
Pediatric

Adult Psychiatric

Geriatric Psychiatric
Child/Adolescent Psychiatric
Rehabilitation

Nursing Facility (non-Medicaid Certified)
Nursing Facility Level 1 (Medicaid only)
Nursing Facility Level 2 (Medicare only)

Nursing Facility Level 2
(dually certified Medicaid/Medicare)

ICF/MR

Adult Chemical Dependency

Child and Adolescent Chemical
Dependency

Swing Beds

Mental Health Residential Treatment
Residential Hospice

TOTAL

Current Beds Staffed Beds
Licensed *CON Beds Proposed
98 98

98

98

TOTAL
Beds at




10.

11.

12.

13.

Medicare Provider Number: 445115

Certification Type: Nursing Facility
Medicaid Provider Number: Level I: 7440116 Level 1I: 0445115
Certification Type: Nursing Facility

If this is a new facility, will certification be sought for Medicare and/or Medicaid?

N/A. This is a licensed facility certified for Medicare and Medicaid.

Identify all TennCare Managed Care Organizations/Behavioral Health Organizations
(MCOs/BHOs) operating in the proposed service area.

AmeriGroup, BlueCare, UnitedHealthcare Community Plan, TennCare Select

Will this project involve the treatment of TennCare participants?

Tennova LaFollette Health & Rehab participates in TennCare. This project will have no direct
impact on the treatment of TennCare patients.

If the response to this item is yes, please identify all MCOs/BHOs with which the
applicant has contracted or plans to contract.

Tennova LaFollette contracts with AmeriGroup, BlueCare, and UnitedHealthcare Community
Plan

Discuss any out-of-network relationships in place with MCOs/BHOs in the area.
N/A



NOTE: Section B is intended to give the applicant an opportunity to describe the project and

to discuss the need that the applicant sees for the project. Section C addresses how
the project relates to the Certificate of Need criteria of Need, Economic Feasibility,
and the Contribution to the Orderly Development of Health Care. Discussions on
how the application relates to the criteria should not take place in this section unless
otherwise specified.

SECTION B: PROJECT DESCRIPTION

Please answer all questions on 8 1/2” x 11” white paper, clearly typed and spaced, identified
correctly and in the correct sequence. In answering, please type the question and the response.
All exhibits and tables must be attached to the end of the application in correct sequence
identifying the questions(s) to which they refer. If a particular question does not apply to your
project, indicate “Not Applicable (NA)” after that question.

I.

Provide a brief executive summary of the project not to exceed two pages. Topics to be
included in the executive summary are a brief description of proposed services and
equipment, ownership structure, service area, need, existing resources, project cost,
funding, financial feasibility and staffing.

Project Description

The project will entail the renovation of approximately 26,350 square feet of space of the 35,317
square foot facility. The Health & Rehab Center renovation project is primarily cosmetic in
nature. However, one of the facility’s largest nurses' stations will be divided into two smaller
stations in an effort to enhance direct observation of resident rooms. New flooring, paint and
furnishings will be upgraded throughout the facility. The Activities and Rehab departments will
be expanded. The front entrance, solarium and hallways will become more aesthetically pleasing.

Services & Equipment

This project involves no change in the services currently provided by Tennova LaFollette Heath
and Rehab Center. The facility provides both Level I and II skilled nursing services. This
project involves no major medical equipment, and involves primarily new furnishings and IT
equipment.

Ownership Structure

The owner is Campbell County HMA, LLC. It is a wholly owned, indirect subsidiary of
Community Health Systems, Inc.

Service Area

The service area is Campbell County, Tennessee. Approximately 92% of the facility's
admissions are residents of Campbell County.

Need

This project involves no increase in capacity, additional beds, or change in services. The need for
the cosmetic renovation is based on the age of the current facility and it furnishings. The
cosmetic renovation is needed in order for Tennova LaFollette Heath and Rehab Center to
provide the highest level of comfort and an aesthetically pleasing environment for its patients,
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and in order to remain competitive in the market.

Existing Resources

There are two other nursing facilities in the service area. This project is for the benefit of
Tennova LaFollette Health and Rehab Center and its patients, and it will have no negative impact
on other existing providers. '

Project Cost & Funding

The total estimated project cost, exclusive of filing fees, is $3,195,000. It will be funded though
cash reserves to be allocated through the parent company, an appropriate subsidiary of
Community Health Systems, Inc.

Financial Feasibility

The project is financially feasible. Funding is readily available, and the Projected Data Chart
reflects a strong positive NOI in Year 1 and thereafter.

Staffin

This project will require no additional staffing or change in the current staffing pattern.

Provide a detailed narrative of the project by addressing the following items as they relate
to the proposal.

A. Describe the construction, modification and/or renovation of the facility (exclusive of
major medical equipment covered by T.C.A. § 68-11-1601 et seq.) including square
footage, major operational areas, room configuration, etc. Applicants with hospital
projects (construction cost in excess of $5 million) and other facility projects
(construction cost in excess of $2 million) should complete the Square Footage and
Cost per Square Footage Chart. Utilizing the attached Chart, applicants with
hospital projects should complete Parts A.-E. by identifying as applicable nursing
units, ancillary areas, and support areas affected by this project. Provide the
Jocation of the unit/service within the existing facility along with current square
footage, where, if any, the unit/service will relocate temporarily during construction
and renovation, and then the location of the wunit/service with proposed square
footage. The total cost per square foot should provide a breakout between new
construction and renovation cost per square foot. Other facility projects need only
complete Parts B.-E. Please also discuss and justify the cost per square foot for this
project.

If the project involves none of the above, describe the development of the proposal.

The project will entail the renovation of approximately 26,350 square feet of space of the
35,317 square foot facility. The Health & Rehab Center renovation project is primarily
cosmetic in nature. However, one of the facility’s largest nurses' stations will be divided
into two smaller stations in an effort to enhance direct observation of resident rooms.
New flooring, paint and furnishings will be upgraded throughout the facility. The
Activities and Rehab departments will be expanded. The front entrance, solarium and
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hallways will become more esthetically pleasing.

Identify the number and type of beds increased, decreased, converted, relocated,
designated, and/or redistributed by this application. Describe the reasons for change
in bed allocations and describe the impact the bed change will have on the existing
services.

N/A.
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As the applicant, describe your need to provide the following health care services (if
applicable to this application):

N/A.

Adult Psychiatric Services

Alcohol and Drug Treatment for Adolescents (exceeding 28 days)
Birthing Center

Burn Units

Cardiac Catheterization Services

Child and Adolescent Psychiatric Services
Extracorporeal Lithotripsy

Home Health Services

Hospice Services

10. Residential Hospice

11. ICF/MR Services

12. Long-term Care Services

13. Magnetic Resonance Imaging (MRI)

14. Mental Health Residential Treatment

15. Neonatal Intensive Care Unit

16. Non-Residential Methadone Treatment Centers
17. Open Heart Surgery

18. Positron Emission Tomography

19. Radiation Therapy/Linear Accelerator

20. Rehabilitation Services

21. Swing Beds

Describe the need to change location or replace an existing facility.
N/A.

Describe the acquisition of any item of major medical equipment (as defined by the
Agency Rules and the Statute) which exceeds a cost of $2 million; and/or is a
magnetic resonance imaging (MRI) scanner, positron emission tomography (PET)
scanner, extracorporeal lithotripter and/or linear accelerator by responding to the
following:

N/A.

1. For fixed-site major medical equipment (not replacing existing equipment):

32 R SN DN ity IR

a. Describe the new equipment, including:
1. Total cost ;(As defined by Agency Rule).

2.  Expected useful life;

3.  List of clinical applications to be provided; and



4. Documentation of FDA approval.

b. Provide current and proposed schedules of operations.
2. For mobile major medical equipment:

a. List all sites that will be served;
b. Provide current and/or proposed schedule of operations;
c¢. Provide the lease or contract cost.
d. Provide the fair market value of the equipment; and
e. List the owner for the equipment.
3. Indicate applicant’s legal interest in equipment (i.e., purchase, lease, etc.) In
the case of equipment purchase include a quote and/or proposal from an
equipment vendor, or in the case of an equipment lease provide a draft lease or

contract that at least includes the term of the lease and the anticipated lease
payments.

III. (A) Attach a copy of the plot plan of the site on an 8 1/2” x 11” sheet of white paper which
must include:

B)

1.

2
3.
4

Size of site (in acres);
Location of structure on the site; and
Location of the proposed construction.

Names of streets, roads or highway that cross or border the site.
Please note that the drawings do not need to be drawn to scale. Plot plans are required
Jfor all projects.

A plot plan is attached as Attachment B, IIL, (A).

Describe the relationship of the site to public transportation routes, if any, and to any
highway or major road developments in the area. Describe the accessibility of the
proposed site to patients/clients.

There is no public transportation system in the area. However, the hospital is located on
East Central Avenue in LaFollette, and is easily accessible to patients.
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Iv.

Attach a floor plan drawing for the facility which includes legible labeling of patient care
rooms (noting private or semi-private), ancillary areas, equipment areas, etc. on an 8 1/2”
x 11” sheet of white paper.

NOTE: DO NOT SUBMIT BLUEPRINTS. Simple line drawings should be submitted and
need not be drawn to scale.

A floor plan is attached as Attachment B. IV. The portions of the building to be renovated are
shaded on the floor plan.

For a Home Health Agency or Hospice, identify:
N/A.

Existing service area by County;

Proposed service area by County;

A parent or primary service provider;

Existing branches; and

& = KB IS

Proposed branches.
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SECTION C: GENERAL CRITERIA FOR CERTIFICATE OF NEED

In accordance with Tennessee Code Annotated § 68-11-1609(b), “no Certificate of
Need shall be granted unless the action proposed in the application for such
Certificate is necessary to provide needed health care in the area to be served, can
be economically accomplished and maintained, and will contribute to the orderly
development of health care.” The three (3) criteria are further defined in Agency
Rule 0720-4-.01. Further standards for guidance are provided in the state health
plan (Guidelines for Growth), developed pursuant to Tennessee Code Annotated
§68-11-1625.

The following questions are listed according to the three (3) criteria: (I) Need, (II)
Economic Feasibility, and (III) Contribution to the Orderly Development of Health
Care. Please respond to each question and provide underlying assumptions, data
sources, and methodologies when appropriate. Please type each question and its
response on_an 8 1/2” x 117 white paper. All exhibits and tables must be attached to
the end of the application in correct sequence identifying the question(s) to which
they refer. If a question does not apply to your project, indicate “Not Applicable

(NA .”

QUESTIONS
I NEED

1. Describe the relationship of this proposal toward the implementation of the State
Health Plan and Tennessee’s Health: Guidelines for Growth.

Five Principles for Achieving Better Health from the Tennessee State Health
Plan:

1. Healthy Lives
The purpose of the State Health Plan is to improve the health of Tennesseans.

Every person’s health is the result of the interaction of individual behaviors,
society, the environment, economic factors, and our genetic endowment. The
State Health Plan serves to facilitate the collaboration of organizations and their
ideas to help address health at these many levels.

This is a policy statement to which no response is necessary.

2. Access to Care

Every citizen should have reasonable access to health care.
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Many elements impact one’s access to health care, including existing health
status, employment, income, geography, and culture. The State Health Plan can
provide standards for reasonable access, offer policy direction to improve access,
and serve a coordinating role to expand health care access.

This project represents cosmetic renovations to the nursing facility, and will have no
impact on access to health care. It will make the environment for the patients more
comfortable and aesthetically pleasing.

3. Economic Efficiencies

The state's health care resources should be developed to address the needs of
Tennesseans while encouraging competitive markets, economic efficiencies and
the continued development of the state's health care system. The State Health
Plan should work to identify opportunities to improve the efficiency of the state’s
health care system and to encourage innovation and competition.

The cosmetic renovations to the nursing facility should make it a more appealing
option for patients, allowing the facility to be more competitive in the market.

4. Quality of Care

Every citizen should have confidence that the quality of health care is
continually monitored and standards are adhered to by health care providers.
Health care providers are held to certain professional standards by the state’s
licensure system. Many health care stakeholders are working to improve their
quality of care through adoption of best practices and data-driven evaluation.

Tennova LaFollette Health & Rehab Center is in good standing with all licensing and
regulatory authorities and will remain so. This cosmetic renovation will provide for a
more comfortable and pleasing environment for the staff and the patients, enhancing
the quality of care even more.

5. Health Care Workforce

The state should support the development, recruitment, and retention of a
sufficient and quality health care workforce. The state should consider
developing a comprehensive approach to ensure the existence of a sufficient,
qualified health care workforce, taking into account issues regarding the
number of providers at all levels and in all specialty and focus areas, the number
of professionals in teaching positions, the capacity of medical, nursing, allied
health and other educational institutions, state and federal laws and regulations
impacting capacity programs, and funding.

14



Tennova LaFollette Health & Rehab Center maintains compliance with all rules and
regulations regarding staffing levels and will continue to do so. This project will
have no impact on the staffing pattern at the facility.

a. Please provide a response to each criterion and standard in Certificate of
Need Categories that are applicable to the proposed project. Do not
provide responses to General Criteria and Standards (pages 6-9) here.

CONSTRUCTION, RENOVATION, EXPANSION, AND REPLACEMENT OF
HEALTH CARE INSTITUTIONS

1. Any project that includes the addition of beds, services, or medical
equipment will be reviewed under the standards for these specific activities.

N/A.

2. For relocation or replacement of an existing licensed health care institution:

N/A.

a. The applicant should provide plans which include costs for both
renovation and relocation, demonstrating the strengths and weaknesses of each
alternative.

N/A.

b. The applicant should demonstrate that there is an acceptable existing or
projected future demand for the proposed project.

N/A.
3. For renovation or expansions of an existing licensed health care institution:

a. The applicant should demonstrate that there is an acceptable existing
demand for the proposed project.

N/A. This project represents only cosmetic renovations to an existing facility. It
involves no expansion, increase in capacity or change in services.

h. The applicant should demonstrate that the existing physical plant's
condition warrants major renovation or expansion.

N/A. This project represents only cosmetic renovations to an existing facility. It
involves neither major renovation nor expansion. The need for the cosmetic
renovation can only be fully appreciated by viewing the facility. Its finishes are
outdated and are wearing out. It has not been updated in many years.

15



b. Applications that include a Change of Site for a health care institution,
provide a response to General Criterion and Standards (4)(a-c)

N/A.

. Describe the relationship of this project to the applicant facility’s long-range
development plans, if any.

The only long term plan is to continue operating the facility to provide high quality
long term care for its patients. This cosmetic renovation project will facilitate that
long term goal.

. Identify the proposed service area and justify the reasonableness of that
proposed area. Submit a county level map including the State of Tennessee
clearly marked to reflect the service area. Please submit the map on 8 1/2” x 11”

The service area is Campbell County. Approximately 92% of the facility's
admissions in 2013 were residents of Campbell County.

A map of the service area is attached as Attachment C, I, Need, 3.

. A. Describe the demographics of the population to be served by this proposal.

A table reflecting the population and relevant demographic characteristics of the
service area is attached as Attachment C, I, Need, 4.

B. Describe the special needs of the service area population, including health
disparities, the accessibility to consumers, particularly the elderly, women, racial
and ethnic minorities, and low-income groups. Document how the business plans
of the facility will take into consideration the special needs of the service area
population.

The following are relevant demographic characteristics of the service are population:

The service area population has a greater percentage of elderly (age 65+) residents
than does the state as a whole. (18.7% vs. 15.5%).

The service area population has a greater percentage of TennCare enrollees that does
the state as a whole. (30.9% vs. 21.2%).

The service area population has a greater percentage of residents living below the
poverty level than does the state as a whole. (23.8% vs. 17.6%).

The median age of the service area population is 42 years vs. the state wide median
age of 38 years.
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LaFollette Health and Rehab Center contributes to addressing these special needs by
making long term care beds available to the service area population, and by
participating in the Medicare and TennCare programs.

Describe the existing or certified services, including approved but
unimplemented CONs, of similar institutions in the service area. Include
utilization and/or occupancy trends for each of the most recent three years of
data available for this type of project. Be certain to list each institution and its
utilization and/or occupancy individually. Inpatient bed projects must include
the following data: admissions or discharges, patient days, and occupancy.
Other projects should use the most appropriate measures, e.g., cases,
procedures, visits, admissions, etc.

This project involves only cosmetic renovations to an existing nursing facility. It
involves no expansion, increase in capacity, new beds, or any change in services. It
will have no negative impact on other existing providers, but instead will allow
Tennova LaFollette Health& Rehab Center to remain competitive in the market.

A table reflecting baseline utilization of nursing facilities in the service area is
attached as Attachment C, I, Need. 5.

. Provide applicable utilization and/or occupancy statistics for your institution for
each of the past three (3) years and the projected annual utilization for each of
the two (2) years following completion of the project. Additionally, provide the
details regarding the methodology used to project utilization. The methodology
must include detailed calculations or documentation from referral sources, and
identification of all assumptions.

Historical Utilization (per JAR)

[\®]
e
—_
[\
N
(O8]

Patient Days 011 1

|

33,397 34,137 31,136

Projected Utilization

Patient Days Year 1 Year 2
31,654 31,971

The overall decline in utilization 2011-2013 is due in part to the declining aesthetic
appeal of the facility to patients and families. Following the renovation, the improved
condition of the facility will make it more attractive. The projected utilization growth
of less than 2% between 2013 and Year 1 of the project represents reasonably
conservative growth.
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IL. ECONOMIC FEASIBILITY

1. Provide the cost of the project by completing the Project Costs Chart on the
following page. Justify the cost of the project.

e All projects should have a project cost of at least $3,000 on Line F.
(Minimum CON Filing Fee). CON filing fee should be calculated
from Line D. (See Application Instructions for Filing Fee)

o The cost of any lease (building, land, and/or equipment) should be
based on fair market value or the total amount of the lease payments
over the initial term of the lease, whichever is greater. Note: This
applies to all equipment leases including by procedure or “per click”
arrangements. The methodology used to determine the total lease cost
for a "per click" arrangement must include, at a minimum, the
projected procedures, the "per click' rate and the term of the lease.

e The cost for fixed and moveable equipment includes, but is not
necessarily limited to, maintenance agreements covering the expected
useful life of the equipment; federal, state, and local taxes and other
government assessments; and installation charges, excluding capital
expenditures for physical plant renovation or in-wall shielding, which
should be included under construction costs or incorporated in a
facility lease.

For projects that include new construction, modification, and/or renovation;
documentation must be provided from a contractor and/or architect that support
the estimated construction costs.

A completed Project Cost Chart is attached following this page.

A letter from the architect is attached as Attachment C. II, Economic Feasibility, 1.
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PROJECT COSTS CHART

Construction and equipment acquired by purchase:

1.

2

. Other (Specify)

Architectural and Engineering Fees
Legal, Administrative, Consultant Fees

Acquisition of Site

. Preparation of Site
. Construction Costs
. Contingency Fund

. Fixed Equipment (Not included in

Construction Contract)

Moveable Equipment (List all
equipment over $50,000.00)

Non-medical equipment & furnishings

204,743.00

$62,351

2,383,663.00

162,145.00

224,500.00

Abatement

Acquisition by gift donation, or lease:

1.

2.

3.

4.

5.

Facility (Inclusive of building and land)
Building Only
Land Only

Equipment (Specify)

|

85,000.00

Other (Specify)

Financing Costs and Fees:

1.

2.

3.

4,

Interim Financing
Underwriting Costs
Reserve for One Year's Debt Service

Other (Specify) Capital Interest (CIP Account)

72,598.00

Estimated Project Cost
(A+B+C)

CON Filing Fee

Total Estimated Project Cost
(D &E)

TOTAL

i)

3,195,000.00

7,188.75

3,202,188.75

3,202,188.75




2. Identify the funding sources for this project.

a. Please check the applicable item(s) below and briefly summarize how the
project will be financed. (Documentation for the type of funding MUST be
inserted at the end of the application, in the correct alpha/numeric order and
identified as Attachment C, Economic Feasibility-2.)

A. Commercial loan--Letter from lending institution or guarantor stating favorable initial
contact, proposed loan amount, expected interest rates, anticipated term of the loan,
and any restrictions or conditions;

B. Tax-exempt bonds--Copy of preliminary resolution or a letter from the issuing
authority stating favorable initial contact and a conditional agreement from an
underwriter or investment banker to proceed with the issuance;

C. General obligation bonds—Copy of resolution from issuing authority or minutes from
the appropriate meeting.

D. Grants--Notification of intent form for grant application or notice of grant award; or
X E. Cash Reserves--Appropriate documentation from Chief Financial Officer.

A funding letter from an authorized representative is attached as Attachment C, 11,
Economic Feasibility, 2.

F. Other—Identify and document funding from all other sources.

3. Discuss and document the reasonableness of the proposed project costs. If
applicable, compare the cost per square foot of construction to similar projects
recently approved by the Health Services and Development Agency.

The only significant costs of this project are the construction costs and related
contingency. These costs are reasonable as attested to by the architect.

4. Complete Historical and Projected Data Charts on the following two pages--Do
not modify the Charts provided or submit Chart substitutions! Historical Data
Chart represents revenue and expense information for the last three (3) years for
which complete data is available for the institution. Projected Data Chart
requests information for the two (2) years following the completion of this
proposal. Projected Data Chart should reflect revenue and expense projections
for the Proposal Only (i.e., if the application is for additional beds, include
anticipated revenue from the proposed beds only, not from all beds in the
facility).
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The Health and Rehab Center operates financially as a department of the hospital,
Tennova Lafollette HealthCare. It is not a separate profit center, and separate
financial records of the Health and Rehab Center are not maintained. Accordingly the
Historical Data Chart is for the combined operations of the hospital and the health and
rehab center. The Historical Data Chart is attached following this page.

A Projected Data Chart for the Health and Rehab Center only is attached following
this page.
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HISTORICAL DATA CHART

Give information for the last three (3) years for which complete data are available for the facility or agency.

NET OPERATING REVENUE

D.

NET OPERATING INCOME (LOSS)

F.

NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES
NOI LESS CAPITAL EXPENDITURES

Utilization/Occupancy Data

Revenue from Services to Patients

1. Inpatient Services

2. Outpatient Services

3. Emergency Services

4, Other Operating Revenue
Specify: rental income, etc.

Gross Operating Revenue

Deductions from Operating Revenue

1. Contract Deductions
2. Provision for Charity Care
3. Provision for Bad Debt

Total Deductions

Operating Expenses

Supplies
Taxes
Depreciation
Rent

ONOOORWON =

Salaries and Wages
Physicians' Salaries and Wages

Interest, other than Capital
Management Fees:

a. Fees to Affiliates

b. Fees to Non-Alffiliates
9. Other Expenses

Year: 2012 Year: 2013 Year: 2014

2,359 Adm. 2,586 Adm. 2,416 Adm.
$50,801,155.00 $64,614,690.00 68585717
$181,833,261.00 $167,394,260.00 $169,161,849.00
$175,961.00 $140,165.00 $148,430.00
$232,810,377.00 $232,149,115.00 $237,895,996.00
$162,062,146.00 $170,272,016.00 $177,344,720.00
$6,449,325.00 $5,215,629.00 $6,710,067.00
$168,511,471.00 $175,487,645.00 $184,054,787.00

$64,298,906.00 $56,661,470.00 $53,841.209.00
$14,713,218.00 $14,263,599.00 $14,021,991.00
$15,214,172.00 $12,600,913.00 $13,099,986.00
$588,378.93 $5563,777.30 $551,740.27
$4,020,203.00 $4,401,153.00 $4,085,725.00
$1,041,434.00 $1,000,469.00 $650,482.00

Specify. benefits, profees, outside svs, maint, etc.

Total Operating Expenses

Other Revenue (Expenses)--Net

Specify:

Capital Expenditures
1. Retirement of Principal

2. Interest

Total Capital Expenditures

$10,632,434.00 $3,380,664.00 $1,401,5637.00
$12,480,266.07 $13,038,486.70 $12,515,815.73
$48,057,672.00 $45,858,398.00 $44,925,740.00
$16,241,234.00 $10,803,072.00 $8,915,469.00

$0.00 $0.00 $0.00
$16,241,234.00 $10,808,072.00 $8,915,469.00

$0.00 $0.00 $0.00
$16,241,234.00 $10,803,072.00 $8,915,469.00
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PROJECTED DATA CHART

Give information for the two (2) years following completion of this proposai. The fiscal year begins in

A. Utilization/Occupancy Data (Specify unit of measure).

B. Revenue from Services to Patients

1. Inpatient Services
2. Outpatient Services
3. Emergency Services
4. Other Operating Revenue (Specify)
Gross Operating Revenue

C. Deductions from Operating Revenue

1. Contractual Adjustments
2. Provisions for Charity Care
3. Provisions for Bad Debt
Total Deductions

NET OPERATING REVENUE
D. Operating Expenses

. Salaries and Wages
. Physicians' Salaries and Wages
. Supplies
Taxes
. Depreciation
Rent
. Interest, other than Capital
. Management Fees:

a. Fees to Affiliates

b. Fees to Non-Affiliates
9. Other Expenses

Specify: purchased services, maintenance, etc.

Total Operating Expenses

©ONO GO A N

E. Other Revenue (Expenses)--Net
Specify:

NET OPERATING INCOME (LOSS)
Fs Capital Expenditures

1. Retirement of Principal
2. Interest
Total Capital Expenditures

NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES
NOI LESS CAPITAL EXPENDITURES
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Year 1 Year 2
31,654 31,971
9,719,249 § 9,816,441.00
$ $
$ $
$ $
$ 9,719,249.00 $ 9,816,441.00
$ 2,975,800.00 $ 3,005,558.00
$ $
$ 202,303.00 $
$ 3,178,103.00 $ 3,005,558.00
$ 6,541,146.00 $ 6,810,883.00
$ 2,979,551.00 $ 3,009,347.00
$ 650,651.00 $ 657,158.00
$ 6,803.00 $ 6,803.00
$ 53,498.00 $ 53,619.00
$ 3,690,503.00 $ 3,726,927.00
$ 2,850,643.00 $ 3,083,956.00
$ - $ -
$ 2,850,643.00 $ 3,083,956.00
$ - $ -
$ 2,850,643.00 $ 3,083,956.00




5. Please identify the project’s average grosé charge, average deduction from
operating revenue, and average net charge.

Average Gross Charge:  $307.05 per day
Average Deduction: $100.40 per day
Average Net Charge: $206.65 per day

6. A. Please provide the current and proposed charge schedules for the proposal.
Discuss any adjustment -to current charges that will result from the
implementation of the proposal. Additionally, describe the anticipated revenue
from the proposed project and the impact on existing patient charges.

A listing of the RUG Rates for Tennova LaFollette Health & Rehab Center effective
10-1-14 is attached as Attachment C, IT, Economic Feasibility 6. This project will
have no effect on these rates or on patient charges.

B. Compare the proposed charges to those of similar facilities in the service
area/adjoining service areas, or to proposed charges of projects recently
approved by the Health Services and Development Agency. If applicable,
compare the proposed charges of the project to the current Medicare allowable
fee schedule by common procedure terminology (CPT) code(s).

The following is the average daily charge for each nursing home in the service area
according to data reporting in the 2013 Joint Annual Reports:

Beech Tree Manot: $180.43
Cumberland Village $218.92
Tennova LaFollette $229.41

7.  Discuss how projected utilization rates will be sufficient to maintain cost-
effectiveness.

As reflected on the Projected Data Chart, the projected utilization rates result in a
positive NOI in Year.

8. Discuss how financial viability will be ensured within two years; and
demonstrate the availability of sufficient cash flow until financial viability is

achieved.
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10.

11.

Tennova LaFollette Health and Rehab Center is already financially viable. And as
reflected on the Projected Data Chart, the facility will likewise be financially viable
following implementation of the project.

Discuss the project’s participation in state and federal revenue programs
including a description of the extent to which Medicare, TennCare/Medicaid,
and medically indigent patients will be served by the project. In addition,
report the estimated dollar amount of revenue and percentage of total project
revenue anticipated from each of TennCare, Medicare, or other state and
federal sources for the proposal’s first year of operation.

The applicant participates in both Medicare and TennCare. The projected payor
mix and anticipated net revenues in Year 1 from each program are reflected below:

Medicare (incl. HMO): 59% $3,859,276
TennCare 19% $1,242,818

Provide copies of the balance sheet and income statement from the most recent
reporting period of the institution and the most recent audited financial
statements with accompanying notes, if applicable. For new projects, provide
financial information for the corporation, partnership, or principal parties
involved with the project. Copies must be inserted at the end of the
application, in the correct alpha-numeric order and labeled as Attachment C,
Economic Feasibility-10.

The owner, a subsidiary of Community Health Systems, Inc. does not maintain
separate financials. A copy of the Consolidated Income Statement and Balance
Sheet is attached as Attachment C, 11, Economic Feasibility 10.

Describe all alternatives to this project which were considered and discuss the
advantages and disadvantages of each alternative including but not limited to:

a. A discussion regarding the availability of less costly, more effective, and/or
more efficient alternative methods of providing the benefits intended by the
proposal. If development of such alternatives is not practicable, the
applicant should justify why not; including reasons as to why they were
rejected.

The only option to the cosmetic renovation was to do nothing. This option was
rejected as not being in the best interest of the facility and the patients.

b. The applicant should document that consideration has been given to
alternatives to new construction, e.g., modernization or sharing
arrangements. It should be documented that superior alternatives have
been implemented to the maximum extent practicable.
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This modernization project is an alternative to new construction, and is the
superior alternative.

(II1) CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTH
CARE

1. List all existing health care providers (e.g., hospitals, nursing homes, home care
organizations, etc.), managed care organizations, alliances, and/or networks with
which the applicant currently has or plans to have contractual and/or working
relationships, e.g., transfer agreements, contractual agreements for health
services.

¢ Morrison — Foodservice Vendor

e HHS — Environmental Services Vendor

e Innovative Pathologists — Pathology Vendor
e Abercrombie — Radiology Vendor

e Healogics — Wound Care Vendor

2. Describe the positive and/or negative effects of the proposal on the health care
system. Please be sure to discuss any instances of duplication or competition
arising from your proposal including a description of the effect the proposal will
have on the utilization rates of existing providers in the service area of the
project.

This is a cosmetic renovation project. It is for the benefit of Tennova LaFollette
Health and Rehab Center and its patients. It involves no expansion of services,
capacity or beds. The only indirect impact it may have on the market as a whole is to
help the facility remain a competitive provider.

3. Provide the current and/or anticipated staffing pattern for all employees
providing patient care for the project. This can be reported using FTEs for
these positions. Additionally, please compare the clinical staff salaries in the
proposal to prevailing wage patterns in the service area as published by the
Tennessee Department of Labor & Workforce Development and/or other
documented sources.

This project will not change the staffing pattern. The current staffing and wages are
reflected below:

Position FTE Avg. Wage Median, DL&WD
CNA 38 $9.75 $10.65
LPN 16.25 $14.95 Not listed
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RN 4.6 $28.95 $26.50

. Discuss the availability of and accessibility to human resources required by the
proposal, including adequate professional staff, as per the Department of Health,
the Department of Mental Health and Developmental Disabilities, and/or the
Division of Mental Retardation Services licensing requirements.

Tennova LaFollette Health & Rehab Center maintains compliance with all applicable
standards regarding staffing and will continue to do so. No additional staffing is
called for by this project.

. Verify that the applicant has reviewed and understands all licensing certification
as required by the State of Tennessee for medical/clinical staff. These include,
without limitation, regulations concerning physician supervision, credentialing,
admission privileges, quality assurance policies and programs, utilization review
policies and programs, record keeping, and staff education.

The management and administration understands and maintains compliance with all
applicable regulations and standards and will continue to do so.

. Discuss your health care institution’s participation in the training of students in
the areas of medicine, nursing, social work, etc. (e.g., internships, residencies,
etc.).

Tennova LaFollette Health & Rehab Center participates in student training programs
with the following institutions:

e Lincoln Memorial University

e South College

e Appalachian College of Pharmacy

e Tennessee Center for Applied Technology
e University of Tennessee

e Kaplan University

e Mercer University

e Anderson County Schools

e King College

e Roane State Community College

e Southeast Kentucky Community & Technology College
e Tennessee State

e Virginia College

e Creighton University

e Brenau University
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7. (a) Please verify, as applicable, that the applicant has reviewed and

10.

understands the licensure requirements of the Department of Health, the
Department of Mental Health and Developmental Disabilities, the Division of
Mental Retardation Services, and/or any applicable Medicare requirements.

The applicant so verifies.

(b) Provide the name of the entity from which the applicant has received or will
receive licensure, certification, and/or accreditation.

Licensure: Tennessee Department of Health, Board for Licensing Health Care
Facilities

Accreditation: N/A.

If an existing institution, please describe the current standing with any licensing,
certifying, or accrediting agency. Provide a copy of the current license of the
facility.

Tennova LaFollette Health & Rehab Center is in good standing with all licensing and

certification agencies.

A copy of the license is attached as Attachment C, III, Orderly Development, 7.

For existing licensed providers, document that all deficiencies (if any) cited in
the last licensure certification and inspection have been addressed through an
approved plan of correction. Please include a copy of the most recent
licensure/certification inspection with an approved plan of correction.

A copy is attached as Attachment C, ITI. Orderly Development, 8.

Document and explain any final orders or judgments entered in any state or
country by a licensing agency or court against professional licenses held by the
applicant or any entities or persons with more than a 5% ownership interest in
the applicant. Such information is to be provided for licenses regardless of
whether such license is currently held.

None

Identify and explain any final civil or criminal judgments for fraud or theft
against any person or entity with more than a 5% ownership interest in the
project .

None
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11.

If the proposal is approved, please discuss whether the applicant will provide the
Tennessee Health Services and Development Agency and/or the reviewing
agency information concerning the number of patients treated, the number and
type of procedures performed, and other data as required.

If the proposal is approved, the applicant will provide the Tennessee Health Services
and Development Agency and/or the reviewing agency information concerning the
number of patients treated, the number and type of procedures performed, and other
data as required.
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PROOF OF PUBLICATION

Attach the full page of the newspaper in which the notice of intent appeared with
the mast and dateline intact or submit a publication affidavit from the newspaper as
proof of the publication of the letter of intent.

The Publication of Intent was published in the Knoxville News Sentinel on May 10,
2015. A Publisher's Affidavit has been requested and will be provided when it is
received.

DEVELOPMENT SCHEDULE

Tennessee Code Annotated § 68-11-1609(c) provides that a Certificate of Need is
valid for a period not to exceed three (3) years (for hospital projects) or two (2)
years (for all other projects) from the date of its issuance and after such time shall
expire; provided, that the Agency may, in granting the Certificate of Need, allow
longer periods of validity for Certificates of Need for good cause shown. Subsequent
to granting the Certificate of Need, the Agency may extend a Certificate of Need for
a period upon application and good cause shown, accompanied by a non-refundable
reasonable filing fee, as prescribed by rule. A Certificate of Need which has been
extended shall expire at the end of the extended time period. The decision whether
to grant such an extension is within the sole discretion of the Agency, and is not
subject to review, reconsideration, or appeal.

1. Please complete the Project Completion Forecast Chart on the next page. If the
project will be completed in multiple phases, please identify the anticipated
completion date for each phase.

A completed Project Completion Forecast Chart is attached following this page.

2. If the response to the preceding question indicates that the applicant does not
anticipate completing the project within the period of validity as defined in the
preceding paragraph, please state below any request for an extended schedule
and document the “good cause” for such an extension.

N/A.

Form HF0004
Revised 05/03/04

Previous Forms are obsolete
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PROJECT COMPLETION FORECAST CHART

Enter the Agency projected Initial Decision date, as published in Rule 68-11-1609(c):
August 2015

Assuming the CON approval becomes the final agency action on that date; indicate the
number of days from the above agency decision date to each phase of the completion
forecast.

ANTICIPATED

PHASE DAYS DATE

REQUIRED (Month/Year)
1. Architectural and engineering contract signed - January 8, 2015
2. Construction documents approved by the Tennessee - August 2015

Department of Health

3. Construction contract signed - August 2015
4, Building permit secured 30 September 2015
5. Site preparation completed N/A N/A
6. Building construction commenced 30 September 2015
7. Construction 40% complete 120 December 2015
8. Construction 80% complete 240 April 2016
9. Construction 100% complete (approved for occupancy) 270 May 2016
10. *Issuance of license N/A N/A
11. *Initiation of service N/A N/A
12. Final Architectural Certification of Payment 300 June 2016
13. Final Project Report Form (HF0055) 390 September 2016

For projects that do NOT involve construction or renovation: Please complete
items 10 and 11 only.
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List of Attachments

Tennova LaFollette Health & Rehab Center

Organizational documentation
Lease

Plot Plan

Floor Plan

Map of the Service Area
Population and Demographics
Utilization of Nursing Facilities
Architect Letter

Funding Letter

RUG Rates

Consolidated Financial Statements
Copy of License

Survey and Plan of Correction
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AGREEMENT AND ASSIGNMENT OF LEASE

THIS AGREEMENT AND ASSIGNMENT OF LEASE (“Agreement”) is made as of the IST'
day of (Dequebe , 2011, by and among THE CITY OF LAFOLLETTE, TENNESSEE, a
city organized and existing as a governmental unit under the laws of the State of Tennessee, (the
“Lessor”), ST. MARY’S MEDICAL CENTER OF CAMPBELL COUNTY, INC. {Successor in interest
to LAFOLLETTE MEDICAL CENTER, INC.), a Tennessee not-for-profit corporation, and MERCY
HEALTH PARTNERS, INC. (successor in interest to St. Mary’s Health System, Inc), a
Tennessee not-for-profit corporation being the sole member of LaFollette Medical Center, Inc.,
(collectively, the "Assignor') and CampBELL COUNTY HMA, LLC, a Tennessee limited

liability company, (the "Assignee™).

WITNESSETH:

WHEREAS, by that certain Lease and Purchase Option Agreement dated as of April 27,
2000, and that certain First Amendment to Lease Agreement which is anticipated in connection
with this Assignment (collectively, the. “Lease”), a copy of said Lease and all addenda,
amendments and modifications théreof being attached hereto as EXHIBIT “A” and made a part
hereof, Assignor leases that certain Leased Premises, as defined in the Lease, from the Lessor;

WHEREAS, Assignor desires to assign to Assignee and Assignee desires to accept from
Assignor all of the right, title and interest of Assignor in and to the Lease and the Leased

Premises; and ,

WHEREAS, Lessor desires to consent in all respects to the assignment of the Lease from
Assignor to Assignee; and

WHEREAS, Assignore, Assignee and Lessor wish to agree in certain other respects as set
forth herein;

Now, THEREFORE, for and in consideration of the foregoing and for other good and
valuable consideration and of the mutual agreements hereinafter set forth, the receipt and
sufficiency of which are hereby acknowledged, Lessor, Assignor and Assignee stipulate,

covenant and agree as follows:

1.  ASSIGNMENT OF LEASE. Assignor does hereby presently and absolutely sell, assign,
convey, transfer, set over and deliver to Assignee, effective as of the closing of the transactions
pursuant to which Assignee and its affiliates will acquire substantially all of the assets of
Assignee and its affiliates in East Tennessee (the “Closing™), currently anticipated to be October
1, 20i1, (the date on which such Closing occurs, the "Ejffective Date”), all of Asazignor's right,
title and interest in and to the Lease and to the Leased Premises arising thereunder, Lessor
hereby consents to the foregoing assignment in all respects and agrees to be bound thereby. The
parties agree that the Effective Date will be deemed to have occurred, and the foregoing
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systems, facility renovations, new facilities, medical office space, and development of new
services, quality improvement programs, physician recruitment and other capital expenditures at
the Leased Premises or the Undeveloped Land. Any cause beyond Assignee’s control that
prevents or delays Assigree’s performance of its obligations hereunder, including the acts and
requirements of governmental authorities, acts of God, acts of war or terrorism, civil
insurrection, strikes or unavailability of raw materials or supplies shall extend the Expenditure
Period to the extent necessary for Assignee to meet its obligations after the cause of the delay has
been removed, provided that Assignee shall have no obligations hereunder following the
expiration of the term of the Lease. Assignee shall, upon Lessor’s reasonable request (but not
more frequently than annually) during the remaining term of the Lease (including any “Renewal
Term” pursuant to Section 4.3(b) thereof), provide Lessor with a report as to its expenditures

pursuant to this Section.

7. FEASIBILITY & ECONOMIC STUDY. Assignee at its sole cost and expense,
agrees to conduct a feasibility and economic study to determine the economic viability of
additional healthcare facilities by an independent third party selected by Assignee, and approved

by Lessor (which approval will not be unreaspnably withheld).
8. ESCROW. Assignee shall estaéh’sh an cgcrow account and fund THREE

HUNDRED THOUSAND ($300,000.00) dollars per year for the remainder of the Lease,

including any “Renewal Term™ pursuant to Section 4.3(b) thereof, (up to an aggregate of TWO

C I MILLION FOUR HUNDRED THOUSAND DOLLARS ($2,400,000.00)) for the purpose of
* ¥ 7 funding the construction of additional healthcare facilities, if Assignee elects to construct such
facilities. In the event, Assignee elects not to construct additional healthcare facilities during the

remaining term of the Lease, the escrowed funds (and all interest accrued thereon) will be

released to Lessor upon the termination of the Lease. In the event, Assignee elects in its sole

discretion to construct additional healthcare facilities during the remaining term of the Lease

(including any “Renewal Term” pursuant to Section 4.3(b) thereof), Lessor agrees that the

escrowed funds (and all interest accrued thereon) will be released to Assignee and be available

for use in funding the costs of constructing or equipping such healthcare facilities.

9. CHARITABLE CONTRIBUTION. Upon the Effective Date, Assignor will make
an unrestricted donation to the Lessor or its designee in the amount of ONE HUNDRED AND
TWENTY FIVE THOUSAND DOLLARS ($125,000.00) to be used by Lessor or its designee
for appropriate charitable purposes. In addition, Assignee will make an unrestricted donation to
the Lessor or its designee to be used by Lessor for appropriate purposes in the amount of ONE
HUNDRED AND TWENTY FIVE THOUSAND ($125,000.00) Dollars and, in Assignee’s sole
discretion, up to an additional unrestricted donation to the Lessor or its designee to be used by
Lessor for appropriate purposes in the amount of ONE HUNDRED AND TWENTY FIVE

THOUSAND ($125,000.00), following the determination of any property tax assessment with

respect to the Leased Premises. J
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assignment and the other transactions described herein will become effective only upon the
Closing.

2. ASSUMPTION. Assignee hereby assumes all of Assignor's obligations as lessee under
the Lease with regard to the Leased Premises, from and after the Effective Date but not prior

thereto.

3.  GUARANTY. Notwithstanding the deletion of the Mercy Health Partners, Inc.

guarantee in the First Amendment to Lease Agreement, Assignee agrees to provide a guarantee
of the Lease by Knoxville HMA Holdings, LLC in the form attached hereto as EXH1BIT “B”.

4.  UNDEVELOPED LAND. For and in consideration of the sum of one dollar
($1.00), Assignor hereby agrees to convey to Lessor all of its right title and interest in and to the
undeveloped land described on EXHIBIT “C” attached hereto (the “Undeveloped Land”),
which conveyance will occur on the Effective Date or as soon thereafier as practicable. Assignee
1s a third party beneficiary of Assignor’s agreement to convey the Undeveloped Land to Lessor
and shall have the right to enforce such obligation. Lessor acknowledges that during the
remaining term of the Lease (including any “Renewal Term” pursuant to Section 4.3(b) thereof)
the Undeveloped Land will be used solely and exclusively by Assignee, and solely for the
construction and operation of healthcare facilities should Assignee elect to construct healthcare
facilities thereon. If Assignee elects to construct healthcare facilities on the Undeveloped Land
during the term of the Lease, Lessor agrees to transfer to Assignee, upon Assignee’s request, for
no consideration, fee title constituting all of Lessor’s right, title and interest in and to the
Undeveloped Land, free and clear of encumbrances, for the urpose of comnstructing an

operating healthcare facilities. ~-% » 0 l\lﬁa—»fﬁlp A

5.  ACCELERATED RENTAL PAYMENT. Upon the Effective Date, Assignee shall
pay to Lessor a lump sum rental payment (calculated on a net present value basis) in the amount
of FIVE HUNDRED TEN THOUSAND DOLLARS ($510,000.00), which payment will,
notwithstanding any contrary provision of Article 5 of the Lease or any other provision of the
Lease, satisfy any and all rental payments owed, owing or that may become due at any time
during the remaining term of the Lease (including any “Renewal Term” pursuant to Section
4.3(b) of the Lease). The parties expressly acknowledge that the foregoing provisions expressly
modify the Lease in accordance with Section 12.5 thereof. In addition, Assignor shall direct the
release of TWO HUNDRED THOUSAND ($200,000.00) dollars of currently escrowed rental

payments for the benefit of Lessor.

6. CAPITAL COMMITMENT. During the remaining term of the Lease
(including any “Renewal Term” pursuant to Section 4.3(b) thereof) (the “Expenditure Period”),
Assignee commits to fund at least TWELVE MILLION DOLLARS ($12,000,000.00) in the
aggregate in capital expenditures with respect to the Leased Premises or the Undeveloped Land.
The capital expenditures made by Assignee during the Expenditure Period may include, at
Assignee’s election, expenditures for new equipment, equipment replacement, information
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10. INDEMNIFICATION. Assignor hereby defends, indemnifies and holds Assignee
barmless from and against any and all loss, cost, damage, expense (including reasonable
attorneys' fees), liability, claim or cause of action incurred by Assignee as a result of claims
brought against Assignee, as Assignor's successor-in-interest to the Lease, arising prior to the
Effective Date hereof from, in connection with, or in any way relating to the Lease. Assignee
hereby agrees to defend, indemnify and hold Assignor harmless from and against any and all
loss, cost, damage, expense (including reasonable attorneys' fees), liability, claim or cause of
action incurred by Assignor as a result of claims brought against Assignor by reason of
Assignee's failure to perform the obligations set forth in the Lease and assumed hereunder by

Assignee from and after the Effective Date.

11. BINDING EFFECT. The covenants and agreements herein contained shall bind and
inure to the benefit of and be binding upon each party hereto and its respective heirs, legal
representatives, successors and assigns. The foregoing provisions shall be deemed for all
purposes to modify the Lease in accordance with Section 12.5 thereof.

THE REMAINDER OF THIS PAGE IS INTENTIONALLY BLANK
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IN WITNESS WHEREOF, duly authorized representatives of the parties hereto have
executed this Agreement and Assignment of Lease as of the day and year first above written.

ASSIGNOR:

ST. MARY’S MEDICAL CENTER MERCY HEALTH PARTNERS, INC.

OF CAMPBELL COUNTY, INC., (successor in interest to St. Mary’s Health System, Inc.)
{(successor in interest to LaFollette

Medical Center, Inc.) : /
oy TP L1 poZ e

Name: 72/:"/7 A A hn Name: . Tellocy A. Ash.'~ -
Title: Arec.denr wnd ¢& 0o Title: //f:-'c’:n#’ rad LD
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Y EASE AND PURCHASE OPTION AGREEMENT

This Leass and Purchase Qption Agreement ("Agreement”) is made and entered into as
of the 27 day of April, 2000, by and between THE CITY OF LaFOLLETTE, TENNESSEE (the
"City"), a munpicipality organized and existing as a governmental unit under the laws of the State
of Tennessee, and having its principal seat of government in LaFollette, Tennsssee, and
La¥OLLETTR MEDICAY, CENTER, INC., a not-for-profit corporation organized and existing

-under the laws of the State of Tennessee (the "Lessee"), and ST, MARY'S HEALTH SYSTEM,

INC., a not-for-profit corporation organized and existing under the laws of the State of Tennessee
and sole member of Lessee (“St. Mary’s”).

Rechtals

1, - The City owns a sixty~six (66) bed hospital facility, a ninety-cight (98) bed nursing
home, a home health agency, and a medical office building, all of which are located in the City and
ave collectively known as LaFollette Medical Center (the "Hospital”) serving primerily the medical
needs of residents of the City and Campbell County.

2. TheCity Council of the City (the "Goveming Body") hes determined that {a) certain
improvements, program developments and other activities related to the future of the Hospital are
necessary to (i) insure the long-term viability of the Iospital as a modern, up-to-date health care
facility, (i1) assure residents of the City and County convenient access to affordable, quality health
care, and (iii} strengthen strategic aspects of delivery and administration of managed care products
and services in the community, and (b) the best way to accomplish such objectives is by means of

this Agreement,

3. Lesseeisaduly constituted and empowered Tennessee not-for-profit corporation,
organized for charitable purposes, and, prior to the Commencement Date, as hereinafter defined, will
have applied to the Internal Revenue Service to be tecognized as an organization exempt from
federal income taxation under Section 501(a) of the Internal Revenue Code of 1986, as amended (the .
“Code”), by virtue of the provisions of Section 501(c)(3) of the Code,

4, .8t Mary’s is a duly constituted and empowered Tennessee not-for-profit
corporation, organized for charitabls purposes, and is recognized by the Internal Revenue Service
8s an organization exempt from federal incoms taxation under Ssction 501(a) of the Internal
Revenue Code of 1986, as amended (the “Code™), by virtue of the provisions of Seetion 501(c)(3)
of'the Code, which understands and hag experience in the delivery of health care in East Ternessee,
and is the sole member of Lessee.

5. The City, pursuant to its powers under the City Charter:and the Constitution and
the laws of the State of Tennessee, including ordinances, resolutions and other legislative
proceedings of'the Governing Body, has the authority and desires to exercise such pawers by leasing
with an option to purchase the Leased Premises, as herein defined, to Lessee, on the terms and

conditions herein set forth.



NOW, THEREFORE, in consideration of the foregoing recitals and the mutual promises
and agresments among the City, the Lesses, and St, Mary’s hereivafier set forth, it is hereby agreed

as follows:

Axticls I
Definitions

Section 1.1. Definitions. The following terms are defined terms under this Agreement
and shall have the following meanings given to them, unless the context and use clearly indicates
a different intent and meaning:

"Agreement” meuns this Lease and Purchase Option Ag:eement'and any fiture
amendments and supplements hereto,

"4uthorized Lessee Representative” means the person at any relevant time designated
to act on behalf of the Lessee by written certificate firnished to the City containing the specimen
signature of such person and signed on behalf of the Lessee by its President or other officer
amhorized by its Bosrd of Directors or members. Such cortificats may designate an alternate or

alternates.

"Authorized City Representaiive” means the pers:on at any relevant ime desiguated to
act on behalf of the City by written certificate furnished to the Lessee containing the specimen
signature of such person and signed by the Mayor. Such certificate may designate an alternate or
alternates. In this Agreement, wherein reference is to a "direction of the City," said direction shall
be in writing end signed by at Authorized City Representative.

*Citp™ raeans the City of LaFolletts, Tennessee, a municipality organized and existing
pursuant to the City Charter. .

"City Charter " means Chapter 161of the Private Acts of 1897 of the State of Tennessee,
as amended.

"City Recorder” means, at any relevant time, the duly appointed and incumbent City
Recorder of the City or such other public official who, under applicable law, hag succeeded to the
office of or is then exercising the powers of such City Recorder.

"Code " means the federal Internal Revenne Code of 1986, 25 amended, or the provisions
of any successor code with respect to the federal taxation of income of individuals, corporations and
other organizations, as applicable.

“"Commerncement Date” meaus the time and date the Lease Term commences, being
12:01 am., July 1, 2000.

"County” means Campbell County, Tennessee.
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"‘Cur;jem Obligations” means only the following items set out under the heading of
“Cirrent Obligations™ on Exhibit C, hereto: accounts payable, other accrued expenses, accrued
compensation benefits, and estimated third-pasty settlements.

"Ethical and Religious Directives” means the Ethical and Religious Directives for
Catholic Health Care Services as promulgated by the National Conference of Catholic Bishops as
adopted in the archdiocese or diocese in which the Hospital is located. In the eventthat the National
Confarence of Catholic Bishops shall cease to exist, "Ethical and Religious Directives" shall mean
such similar directives promuigated by its successor organization or by such organization then
exeércising its powets and duties, and in the event such archdiocese or diocese shall cease jo exist so
that there is not then an individual bearing the tifle Archbishop or Bishop of such archdiocese or
diocese, such term shall mean the Ethical and Religious Directives adopted by the individual or
organization then exefcising the power, duties and authority of such Archbishop or Bishop.

“Exchided Assets” menns the Hospital's assats shown on its balance sheet as of March
31, 2000, as “other receivables” and “assets Limited as to use by Board for-selfinsurance,” in the
amounts set out in Exhibit D, attached hereto and herein incorporated by reference, as the same shall
be adjusted by Coulter & Justus to reflect changes therein from March 31, 2000, to the
Commencement Date, which adjusted amount the partles apree represents the Excluded Assets of
the existing LaFollette Medical Center as of the Commencement Date.

"Fiscal Year” means the petiod in any year commencing on January 1 and endiog on
December 31 of such year.

"Governing Rody" or "Governing Bodies” means, with reference to the City, its City
Council or such other successor body as may be provided by law and, with reference to the Lessee
and St. Mary's, their respective Boards of Directors and members.

"Fleaith Care Facility” means a facility for the delivery ofhealth care services, including
but not necessarily limited to acute care of in-patients, which provides, by and under the supervision
of physicians, medical diagnosis and treatment, both surgical and nou-surgical, over a continuous
24-hour period, seven days a week, to persons injured, sick or disabled, as well as out-patient and

emergency room medical services,

"Hospital” means LaFollette Medical Center, inoluding aiy and all subordinste and
related facilities, ncluding, without limitation, LaFollette Nursing Home, LaFollette Home Heslth,

and LaFollettc Medical Office Building, located on the Leased Land.

“Hospital Bonds" means the City of LaFollette, Tennessee, General Obligation Nursing
Home Refimding Bonds, 1993 Series, bearing interest at rates from 2.5% to 5.1% and due in annual
instalirnents through March 2011 plus semi-annusi interest payments.

"Hospital Equipment Leases” means the leases of equipment for the Hospital to ()}
FINOVA Gov't Finance, In¢., {ii) Pitney Bowes Credit Corp., (iif) Panasonic Credit Company, (iv)
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Datascope Corp., and.(v) GE Medical Systems, which equipment leases and the rental obligations
thereunder are reflected in Exhibits E-1. B-2, B~ and E-5, respestively.

"Hospitel Notes " means (i) the City of LaFollette, Tennessee, capital outlay note payable,
dug in semi-annual instaltments of $39,517, including interest at 5.5%, through July 2011 for
constrizetion and equipping of the Independerit Living Center, and (if) the noninterest bearing term
Joan for the purchase dietary equipment, which loan had an outstanding principel balance of $31,722
as of Jane 30, 1999, and is payable in monthly instaliments of $961 throngh Februery 2002.

"Faase Term" or "Term” means the duration of the leasehold estates created in this
Agreement, including any renewals thereof.

*Lease Year” means inttially the time period commencing on the Commencement Date
of this Agreement and ending at the end of the day immediately preceding the first annual
anmiversary of the Commencement Date, and thereafter, the period of fime commencing on each
annual anmiversary of the Commencement Date and ending at the end of the day immediately

preceding the next succeeding annual annivetsary of the Commencement Date.

"Leased Equipment” means those items of equipment and related property as described
in Exhibit B hereto and City’s leasehold interest under the Hospital Equipment Leases, together with
all items ‘of equipment and related property installed or placed in or on the Leased Premises by
Lessse as replacernent or additional equipment.

¥ egsed Land” means the rea) estate and interests in real estate described in Exhibit A,
which is attached hereto and by reference made a part hereof, together with the buildings, additjons,
improvements, fixtures, and facilities thereon and appurtenances theseto,

T eased Premises” means the Leased Land and the Leased Equipment.

"l essee’ means LaFollstte Medical Center, Inc.

i “Lessee's Board of Directors” means the Board of Directors of LaFollette Medical
Center, Inc.

"Mayor” means, at any relevant time, the duly elected and incumbent Mayor of the City
or such other public official who, undér applicsble law, bas succeeded to the office of or 1s then
exercising the powers of such Mayor.

"Net Working Capital” means the amount specified in Exhibit C, attached hereto and
herein incotporated by reference, as the same shall be adjusted as provided in Section 3.4, below,
to reflect changes therein froth March 31, 2000, to the Commencement Date, which adjusted amotmt
the parties agree represents the net working capital of the existing LaFollette Medical Center as of

the Coinmencement Date.
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"Popmitted Encumbrances” means, as of any particular time (i) this Agreement, (i)
easements of record as of the date hereof, (jii) mineral ights that will not materially affect, interfere
with or impaix the vse of the Leased Premises by Lessee under this Agreement, and (iv) such minor
defects, irregularities, encumbrances, easements, vights-of-way and clouds on fifle as normally exist
with respect to properties similar in character to the Leased Premises so long as no ons o more of
them, alone or in combination, materially affects, impairs or interferes with Lessee's use of the
Teased Premises for the purposes hereby contemplated.

"Replacement Hospital” means a Health Care Facility, including the property on which
it is sttuated, and those subordinate and related facilities, furnishings, fixtures and equipment that
Lessee's Board of Directors deems adequate to meet the health care needs of the City and the

County.
“St: Mary’s"” means St. Mary’s Health System, Inc., the sole member of Lesses.

Section 1.2, Alternative Forms of Defined Terms. The use of the singular form of any
word herein shall also inclade the plural form and vice versa. The use of the neuter form of any
wotd heyein shall also include the masculine and feminine forms, and the masculine form shall
inclade the feminine and neuter forms and vice versa.

ARTICLEIL
Representations

Section 2.1, Representations by the City. The City makes the following representations
as the basis of the undertakings on its part herein contained:

(8) The City is duly incorporated and validly existing as a mmicipality and public
corporation under the provisions of the City Charter,

(b) Under the provisions of the City Charter, Constitution, and applicable laws of the
State of Tennessee, the City has the power and authority to enter into this
Agreement, including the option to purchase, and the transactions hereby
contemplated and to carry out and perform its obligations hereunder,

(¢) TheGoverning Body ofthe City has, by all necessary and appropriate nroceedings,
approved the form and substance of this Agreement and has duly authorized its
exeontion, delivery and performance by the City. Such proceedings ate () valld
and in accordance with all epplicable laws, including, without limnitation the
“Sunshine Law,” and (if) are either not subject to veto or appeal or the titme thetefor
hes elapsed and such procesdings have not been repealed, amended or
supplemented as of the date hereof.

(@) Uponitsdueexecution and delivery by all other partieshereto, this Agreement will
be a valid and binding obligation of the City, enforceable in accordance with its
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terms, subject only to bankruptcy and other similar laws affecting the rights of
creditors and the exereise of judicial discretion in appropriate cases.

(6) Neither the City's execution and delivery of this Agreement nor the City's
© performance of its obligations under this Agreement (i} violates any provision of
the Constinttion or laws of the State of Tennessee or the City Charter or (i)
conflicts with or violates, in any material respect, any representation, warranty,
covenant, agresment or other obligation binding upon the City or applicable to the
Leased Property or Leased Equipment.

(f) .There are no judicial or administrative proceedings pending or, to the best of the-
City's knowledge, threatened, challenging direcily or indirectly (i) the validity of
the proceedings by the City's Governing Body authorizing the City's execution,
delivery and performance of this Agreement, (H) the validity of this Agreement, or
(iif) the City's power and authority to perform its obligations under this Agreement
in accordance with its provisions.

(8) Fxcept as disclosed on Exhibit A, the City otns the Leased Land in fee simple
with title thereto unencumbered except by Permitted Encumbrances.

(h) Except as disclosed on Exhibit B, City has absolute unencumbered ownership of
the Leased BEquipment. ,

() The Hospital Bonds and Hospital Notes are the only outstanding debt obligations
of the City with respect to the Leased Premises, including, witbout limitation, the

Hospital,

(iy The Hospital Equipment Leases are the only outstanding lease obligations of the
City with respeet to the Leased Premises, including, without limitation, the
Hospital.

. Section 2.2, Representations by the Lessee. Lessee makes the following representations
ag the basis for the undertakings on its part herein contained;

(a) The Lesses (i) is a nonprofit public benefit coxporation organized and existing
under the laws of the State of Tennessee and exempt from federal income taxation
nnder Section 501 (a)of the Code as en organization described ia Section 501(2)(3)
of the Code; (i)} will, as of the Commencernent Date, have applied for a
determination letter from the Intemal Revenue Service to such effect; (i) is not
aware of auy facts or circumstances that could cause a denia] of that letter; (iv) will
comply with all terms and conditions of such determination letter when and as
received; and, (v) has not taken and will not take any actions that would jeopardize
its status gs an organization described in Section 501(c)(3) of the Code exempt
from taxation under Section 501(z) of the Code.
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The Lessee has the power to enter into this Agreement and carry out its obligations
hereunder and, by all proper corporate action, has been duly authorized to enter
into, execute and deliver this Agreement, subject to the Lessee's obtaining
authorization from applicable regulatory authorities (i) to use the Hospital's
existicg Medicare provider number or the Lessee's securing a new provider number
and (ii) to operate the Iospital under the City's existing license of Lessee's securing
a new license to operate the Hospital. :

Upon its due execution and delivery by all other parties hereto, this Agreement will
be & valid and binding obligation of the Lessee, enforceable in accordance with its
terms, subject only to bankruptey and other similar laws affecting the rights of
creditors and the exercise of judicial discretion in appropriate cases.

Neither the Lessee's execution and delivery of this Agreement nor Lessee's
performance of its obligations under this Agresment (i} violates any provision of
the Constitution or laws of the State of Tennessee or (ii) conflicts with or vioate,
inany material respects, any representation, warranty, covenant, agreementor other

obligation of the Lessee.

Thexe are no judicial or administrative proceedings pending oz, to the best of the
Lessee's knowledge, threatened, challenging directly or indirectly (i) the validity
of the proceedings of the Lessee authorizing the execution, delivery and
performance of this Agreement, (ii) the validity of this Agreement, or (iif) the
Lessee's pawer and authority to perform its obligations under this Agreement in
accordance with its provisions,

The Lessee's Charter and Bylaws presently conform and, during the term of this
Apgreement, they and any superseding document by whatever name designated shall
continue 1o conform fo the provisions of this Agreement and to those provisions

applicable:

(1) for exemption from federal income taxation as 2 nonprofit corporation
exenpt from federal income taxation under Section 501(a) of the Code
by virtue of the provisions of Section 501(c)(3) of the Code; and,

(2) foraduly constintted and empowered Tennessee corporation, organized
for charitable purposes aed not for profit.

Section 2.3 Represemations by St Mary’s. St. Mary's mekes the following
representations as thé basis of the undertakings on its part herein contained:

(a)

St. Mary*s (i) is anonprofit public benefit corporation organized and existing nnder
the laws of the State of Tennessee and exempt from federal income taxation under
Section 501(a} of the Code as an organization described in Section 501 (c)(3) of the
Code; (ii) has received a determination letter from the Intetnal Revenue Service to
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such effect; (iff) is not aware of anry facts or circumstances that could cause a denial
of that letter; (iv) will comply with all terms and conditions of such determination
letter when and as received; and, (v) bas not taken and will not take any actions that
would jeopardize its stafus a8 an organization described in Section 501(c)(3) of the
Code exempt from taxation under Séction 501(a) of the Code.

St. Mary"s has the power to enter into this Agreement and carry out its obligations
hereunder and, by all proper corporate action, has been duly authorized to enter
into, execute and deliver this Agreement, subject to the Lessee's obtaining
authorization from applicable yegulatory authorities (1) to use the Hospital's
existing Medicare providernumber or the Lessee's secufing anew provider numbet
and (i} to operate the Hospital under the City's existing license or Lessee's securing
a new license to opetate the Hospital.

Upon lts due execution and delivery by all other patties hereto, this A greement will
be a valid and binding obligation of St. Mary’s, enforceable in accordance with its
terms, subject only to bankruptey and other similar laws affecting the rights of
ereditors and the exercise of judicial diseretion in appropriate cases.

Neither St. Mary’s execution and delivery of this Agreement nor its performance
of its obligations under this Agreement (i) violates any provision of the
Constitution or laws of the State of Tennessee or (ii) conflicts with or violate, in
any material réspeets, any representation, warcanty, covenant, agreement or other
obligation of 5t. Mary’s. ' .

There are no judicial or administrative proceedings pending or, to the best of St.
Mary's knowledge, threatened, challenging directly ot indirectly (i) the validity of
the proceedings of St. Mary’s suthorizing the execution, delivery and performance
of this Agreement, (i) the validity of this Agreement, cx (iii) St. Mary's power and
avthority to perform its obligations under this Agreement in accordauce with its
provisions.

St. Mary’s Charter and Bylaws presently conform and, during the term of this
Agreement, they and any superseding documentby whatever name designated shall
continue to conform to those provisions applicable:

(1) forexemption from federal income taxation asa nonprofit corporation
exempt from federal income taxation under Section 501 (2) of the Code
by virtue of the provisions of Section 501(c)(3) of the Code; and,

2y foraduly constituted and empowered Tenncsses corporation, organized
for charitable purposes and not for profit.
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ARTICLE I
Demising Clause; Exclusive Option;
Title Insurance; and, Net Working Capital

Section 3.1. Demise of the Project. In consideration of and subject to the rentals and
other terms and conditions hereln specified, and otherwise in accordance with the provisions of this
Agreement, City heréby demises and leases the Leased Premises to Lessee.

Szction 3.2. Exclusive Purchase Option. City grants to Lessee the exclusive right and
option o purchase the Leased Premises, together with any and all easements and rights-ofoway City
owns in conjunction therewith, The purchase option hereby granted is exercisable by Lessee upon
the earlier occurrence of the following events:

@) the completion by Lesses of the Replacement Hospital; or,

(i) the nineteenth (19") anniversary of the Commercement Date of this Agresment.

Lesseo may exercise its purchase option granted herein by Lessee’s giving written notice thereof,
in accordance with Axticle XI, below, to the City upon either of the following events, whicheveris

applicable:
{a) within fhmy.' (30) days of the completion of the Replacement Hospital; or,

() atanytimefollowing the nineteenth (19%) anniversary of the Commencement Date
but not later than one hundred twenty (120) days after receipt of written notice from the City of'the
expivation of the Lease Term or one hundred twenty days (120) of the twentieth (20%) anniversary
of the Lease, whichever is later.

" The purchase price for the Leased Premises shall be One Dollar ($1.00). Closing of the
purchase shall take place in LaFollette, Tennessee, within thirty (30) days of either the effective date
of Lessee’s notice, if the option is exercised upon completion of the Replacement Hospital, or the
day immediately preceding the twentieth (20%) anniversary of the Commencement Date, if the option
is exercised following the nineteenth (19*) anriversary of the Commencement Date. At closing, all
documents necessary for conveyance of the Leased Premises to Lessee shall be executed and
delivered by City, all adjustments shall be made, and the purchase price shall be paid by Lessee.
City shall execute and deliver all instruments reasonably deemed necessary by Lessee to accomplish
this transaction, City shall convey good and marketable fee simple title of the Leased Premises to
Lessee by general warranty deed, qualifying fox the issuance of & standard ALTA title insurance
policy, free and clear of all liens and encunibrances, except only the lien for real estate taxes, if any,
for the yesr in which closing occurs which shall be prorated to date of closing and assumed by

Lesses.

Section 3.3, Title Insurance or Opinion, Lesses may, at its expense, obtain a policy or
policies of title insurance in such amount as Lessee deems appropriate in its sole discretion or an
opinion of counsel acceptable io Lessee that the City has good and merchantable fitle to the Leased
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Premises Suhject only to Permitted Encumbrances. City shall cooperate fully with Lesses with
respect to Lessee's obtaining such title insurance or opinion of counsel.

Section 3.4. Net Working Capital.

(8) Purchase of Net Working Capital. The City and Lessce agree that, on the

Commencement Date, Lessee shall purchase from City the Net Working
Capital of the Hospital, and City shall transfer to Lessee ovmership of the Net
Working Capital of the Hospital. Net Working Capital shall not inelude the
Excluded Assets as set out in Exhibit D.

' (5 Computation of Net Working Capital. Attached hereto as Bahibit C isthe net
working capital of the Hospital as of March 31, 2000, as reflected in the
Hospital’s most recent financial statements. The parties agree that the
amount of net working capital réflected in Exhibit C shall be adjusted to
reflect changes therein from March 31, 2000, to the Commengement Date,
and the Net Working Capital fransferred to Lessee and the amount paid by
Lessee to City therefor shall be the amount as presented in the audited short-
petiod financial staternents of the Hospital as of June 30, 2000, as preparad
by Coulter & Justus, P.C., CPA’s. On the Commencement Date, Lesseeshall
pay to the City eighty (80%) percent of the Net Working Capital as reflected
on Bxhibit C. Within sixty (60) days of the Commencement Date, Coulter

' : & Jnstus, P.C., shall furnish the parties hereto with the audited short-petiod
financial statements as of June 30, 2000, Within thixty (30) deys theteof,
either party may submit to the other a deteiled statement setting out edy
objection to the calculation of Net Working Capital. The City and Lessee
shall, in good fith, use reasonable efforts to resolve any objection and to
reach an sgreement as to the amount of Net Working Capital. Within ten
(10) days after the parties agree upon the amount of Net Worldng Capital, if
the amount of Net Working Capital is greater than the amount paid by Lessee
on the Commencement Dats, Lessee shall pay the City the difference therein
o if the amount of Net Working Capital is less than the amount by Lessec on
the Commencement Date, the City shall repay the difference to the Lessee.
In the event the parties are unable to agree as to the amount of Net Working
Capifal, they shall select an independent accounting finm, whose
determination as to the amount of Net Working Capital shall be binding.

() Lessee’s Assumption of Current Obligations. Upon the Commencement
Date, Léssee shall zssume and satlsfy when due the Current QbHgations.
Such assumption shall be evidenced by a writien instrument executed by
Lessee, which instrument shall be in substantially the form end substanoce #5
Exhibit F, attached hereto. )

(d) Pension Plan Assets. The parties agree that the Net Working Capital of the
Hogpital shall not be deemed to inchude the assets held by the City for the
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benefit of its employees' Section 403(b) pension plan, which assets and any
and all related lisbilities shall, on the Commencement Date, be tranzferred,
and delivered by the City 1o the Lessee for the bepefit of the Hodpital's

employees.

ARTICLEIV

Effective and Commencement Dafes; Delivery and Acceptance of Possession;
Lease Term; Surrender of Possession; and, Operation of Léased Premises by Lessee

Section 4.1. Effective Date, This Agreement shall become effective upon its exesution
on behalf of the City, Lesses, and St Mary’s,

Section 4.2. Delivery and Acceptance of Possession. City shall deliverpossession of the
Leased Premises to Lessee and the Lease Term shail commence at 12:01 aum,, July 1, 2000 (the
“Clommencement Date™), and Lessee shall accept possession of the Leased Premises upon such

delivery,

Section 4.3. Lease Term,

{2)

®)

Initig! Term. This Agreement shall have an initial Lease Term beginning on
the Commencement Date and ending at the end of the day immediately
preceding the tenth (10th) anniversary of the Commencemest Date (the
“Initial Term”).

Renewal Terms. Lessee shall also have the option to extend the Lease Term
for two (2) additional terms of five (5) years each (each a “Renewal Term™).
The Lessee may exercise its option to extend the Agreement for the first
Renewal Term by giving written notice thereof to the City at least one (1)
calendar year prior to the expiration of the Initial Term or within ninety (30)
days of receipt of written notice from the City advising Lessee that the initial
Lease Term will expire, whichever is later, and ifs option to extend the
Agreement for the second Renewal Term by giving written notice thereof to
the City at least one (1) calendar year prior to the expiration of the fixst
Renewal Term of this Agreement or within ninety (90) days of receipt of
written notice from the City advising Lessee that the first Renewal Lease
Term will expire, whichever is later.

Anything in this Agreement fo the contrary notwithstanding, thie Agreement will
terminate as of the closing of Lessee’s purchase of the Lease Premmises pursuant to the purchase
option granted in Section 3.2, above.

Section 4.4. Surrender of Possession Upon Expiration or Termination. Upon the
expiration or termination of this Agreement without Lessee’s having exercised its exclusive option
to purchase the Leased Premises, as provided in Section 3.2, above, Lessee shall promptly surrender
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possession of the Leased Premises to the City in as good condition and state of repair as on the
Commencement Date excepting, however, reasonable use, ordinary wear and tear, taking by
condempation, eminent domain or other process, and destruction or datnage by fire or other

unavoidable casualty, failing which the City may restore the Leased Premises to such condition end

state of repair and the Lessse shall pay the cost of such restoration. In the event, however, that the

City shall permit the Lessee o bold over after expiration of the Lease Term, such holding over shall
constitute a tenancy from year to year only and shall not be considered as a renewal or extension of
this Agreemerit; and, during such year-to-year fenancy, the Lessee shall pay the monthly rate of
reutal in effect immediately prior to the expiration of such ferm on the same payment schedule as
provided for herein; and for the period of such tenancy, the Lessee shall be bound by all of the
provisions of this Agreement insofar es, and to the extent that, the same may be pertinent.

Section 4.5. Operation of Leased Premises by Lessee. The parties hereto acknowledge
that the operation of the Leased Premises by Lessee in accordance with the Btbical and Religious
Directives is a matter of conscience fo the Lessee. It is the intent of the parties that peither this
Agreement nor any part hereof shall be construed to require the Lessee to violate the Ethical and
Religions Directives in ifs operations and all parts of this Agreement must be interpreted in a manoer
that is consistent with the Bthical and Religious Directives; provided, however, that nothing in this
section iy intended to modify the requirement that the Lessee make payments specified in Article V

hereof.

L

Article V
Rent and Additional Consideration

Section 5.1. Rents Payable. Lessee shall pay as rent each and every of the following
enumerated items, with the time that payment of each such jtem of rent is due being as follaws:

(a) Prepaid Basic Rent. Onor before the Cormmencement Date, I.essee shall pay to the
City the sum Five Million Two Hundred Fifty Thousand Dollars (83,25 0,000) as
prepaid rent to cover all rental payments due during the Initia)l Term of this
Agreement. From such payment, the City shall cause 1o be satisfied any and all
indebtedness, other than Current Obligations, asto the Leased Premises, including
without limitation the Hospital Notes and Hospiial Bonds, such that any and all
liabilities of the City with respect to the Hospital end of Hospital existing as ofthe
Commencement Date ere paid and satisfied, excepting only the Hospital
Equipment Leases and Current Obligations.

(b) Rent With Respect to Renewal Terms.

() During the first five (5) year Renewal Term, rental payments shall be One
Hundred Thousand Dotlars (3100,000.00) per year payable to the City on or
before July 1 ofeach year during the Renewal Term. During the second five
(5) year first Renewal Term, rental payments shall be Fifty Thousand Dollars
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. ($50,000.00) per year payable to the City on or before July 1 of each year
during the second Renewal Term.

(i) All rental payments paid by Lessee to City during any Renewal Term shall
be held in an mutnally agreeable escrow account until the expiration or
terminaion of this Agreement. If at the time of such expiration or
termination Lessee has completed construction of fhe Replacement Hospital,
gll such rental payments, together with all interest carned thereon, shail be
paid to Lessee upon the opening of the Replacement Hospital; otherwise, al}
such funds shall be paid to thie City.

ent Wi & ital Equi L . To the lessor of each Hospitak
Equipment Lease, an amount which is sufficient to pay each rental payment on the
Hospital Equipment Leases on each. rental payment due date; provided, however,
to the extent that the period for which such reutal is payable on any Hospital
Equipment Lease begins before or ends after the tetm of this Agreemerit, then such
payments by Lessee shall be prorated based upon the actual pumber of lease days
elapsed in the rental computation period divided by the total number of’ days in the
applicable rental computation period. In the event Lessee exercises the exclusive
purchase option set out in Section 3.2, above, and any Hospital Equipment Leases
remain in effect as of the closing of said purchase, Lessee agrees to assume such
Hospital Bquipment Leases ay may be in effect at the time of said closing.

Section 5.2, Additional Consideration: As additional consideration, Lessee shall:

(& Priorto January 1,2004, develop and produce a feasibility study to determine the

qeed for and economic viability of a Replacement Hospital. Lessec agrees to setain
the services of an independent consultant, with national or regional expertise in
conducting such feasibility studies in the field of health care, to assist in the
development and production of said feasibility study. Such consultant shall be
selected by the Governing Body of the City from a list of qualified consultants
provided by Lessee, If, in Lessee’s sole judgment, the feasibility study indicates
that a Replacement Hospital is needed and would be an economically viable
project, Lessee shall, subject to the approval of its sole member, use all reasonable
efforts to design, seek necessary approvals for, construct and equip the
Replacement Hospital. The City shall cooperate as requested and shall actively
support Lessea's efforts to seoure the necessary approvals for the Replacement
Hospital, including, without limitation, approval of an application for a Ceriificate
of Need from the Tennessee Healih Faciliies Commission and reasonably
requested changes in zoming, variances in zoning, and any other land use
restrictions. The foregoing notwithstanding, nothing herein shall be construed to
require the Lessee to pursue construction of the Replacernent Hospital in the event
(i) a Certificate of Need cannot be reasonably atiained or (ii) at any time prior to
completion of the Replacement Hospital, there is a material, adverse change in
govemment or third-party payor reimbursement guch that, in Lesses’s sols
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judgment, the Replacement Hospital cannot be operated jn an economically viable
manner.

During the first thinty-six (36) months of the Initial Term, make Four Miklion
Dollars ($4,000,000) in capital expenditures as Lessee's Board of Directors deems
appropriate and necessary for general facility improvements at the Hospital, which
shall inolude, but not be limited to, expenditures for additional or upgraded
equipment acquisitions through lease or purchase, installation of information
system improvements at the Hospital, and to maintain the Hospital's existing
accreditations, licenses and permits and respond to technological advances to
enhance the quality of care the Hospital provides, Expenditures made by Lessee
to satisfy the requirements of this Subsection 5.2(b) shall be reflected in annual
repotts submitted by Lessee to City. If for any reason, Lessee does not expend a
total of Four Milfion Dollars ($4,000,000) in accordance with this Subsection
5.2(b}, Lessee shall place in a mutually agreeable escrow aceount an amount equal
to the difference between Four Million Dollars ($4,000,000) and what amount was
expended for such improvements to be used for future capital expenditures at the
Hospital by Lesses or any futuré owner or operator of the Hospital. Provided,
however, Lesgee shall receive credit towards its obligation as provided in this
Section 5.2(b) for emy amounts credited by Lessee, in its sole discretion, in
calcylating Net Working Capital, for fixed assets purchased by Hospital within
sixty (60) days of the Commencement Date. Provided further, however, Lessee
shall also receive credit fowards its obligation as provided in this Section 5.2(b) in
the amount of $631,460.00 in connection with the Hospital’s acquisition of the
General Elecitic CT Scanner by contract dated January 13, 2000, which contract
is hereby assumed by Lessee, Notwithstanding snything in this Section 5.2(b) to
the coniravy, in the event Lessee or 8t. Mary’s, within the first thirty~six (36)
months of the Initial Term, nofifies the City in writing of its committnent to build
a Replacement Hospital, Lessoe Is relieved and shall not be required to make any
finrther capital expenditure under this Section 5.2(b).

During the Initial Term of this Agreement, vpon demonstrable need and as
pemmitted by Iaw, comumit resources to expanding clinical services at the Hospital
and to a recruitment and incentive plan to be used to attract physicians, as
identified in the Hospital's madical staff development plan, to the Hospital to serve
the health needs of the community and assist in the identification of opportunities
for additional or enhanced clinical services at the Hospital.

During the Lease Term, pay all costs and expenses of the operation and
maintenauce of the Leased Premises when and es the same shall be due and

payeble,

During the Lease Term, pay, as part of the cost of operating and maintaining the
Leased Premises, all taxes and assessments, if any, that may be levied against the
same; provided, however, that the City shall, with all.dispatch, cooperate with

Page 14



Lessse in any manner reasonably requested by Lessee to assist Lessee in its efforts
to take steps that may reasonably be required atany time and from time to time for
the purpose of establishing and continuing to maintain, if practicable, the
exemption of the Leased Premises in theix entirety from any and all assessment and
taxation.

() During the Initial Lease Term, Lessce shall operate a Health Care Faoility as a part
of the Hospital.

I the event the f.essee fails to make any of the payments required in this Section 5.2, the
item of installment so in default shall contimie s an obligation of the Lessee yntil the amount in
default shall have been fully paid and such payment obligation shall survive the expiration of the

Lease T'orm or the termination of this Agreement by City fora defaudt by Lessee,

. Section3.3. Obligetions of Lesses Hereunder Unconditional, Unless othezwise provided
in this Agreement, the obligations of the Lessee to malce the payments required in this Arficle V and
to perform end observe the other agreements on its pert contained in this Asticle V shall not be
subject to diminution by set-off, counterclaim, abatement or otherwise and the Lessee (i) will not
suspend or discontinue or permit the suspension or discontinuance of any guch payments, (if) will
perform and observe all its other agreements contained in this Agreement, endl (iil) will not terminate
the Lease Term for any cause except those specifically penmitted herein. Without limiting the
generality of the foregoing, auy acts or circumstanices that may constitute fallore of or damage to the
Leased Premises, commercial frustration of purpose, any change in the %X or other laws or
administrative rulings of or administrative actions by the United States of America or the State of
Tennessee, or any failure of the City to perform and observe any agreement, whether express of
implied, duty, liability or obligation arising out of or connected with this Agreement, provided such
failure does not urireasonably interfers with Lessee's use and possession of the Leased Premises in
the manner hereby contemplated, will not be cause for termination hereof' by Lessee. To the extent
permitted by law, the Lessee may at its own cost and expense and in its own name or that of the City
proseaute or defend any action or proceeding or take any other action involving third persons that
the Lesses deems reasonably necessary to secure or proiect its right of possession, occupancy, end
use of the-Lease Premises hereunder; and, in such event, the City hereby agrees to cooperate fully
with the Lessee and to take all action necessary to effect the substitution of the Lessee for or the
jolnder of the Lessee with the Clty in any such action or proceeding if the Lessee shall so request.

Article VI
Warranties and Covenanis

Section 6.}, Warranties and Covenanss of City. The City warrants, covenants and agrees

(2) Ifthe Lessee shall keep and perform the covenants in this Agreement o ifs part to
be kept and performed, the Lesses shall peaceably and quietly bold, occupy and
enjoy the Leased Premises during the term of this Agreement or aay extension or
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renewal theteof, without eny hindrance or molestation by the City or any person
or persons lawfully elaiming under it.

Except as herein otherwise expressly provided, as ofthe Commencement Date, full
administrative and operational control of the Leased Premises, including, without
[imitation, the Hospital, is be vested in the Lessee and not subject to the oversight,
control, or review of the City or any other entity related to the City or described in

the City Charter.

Except as berein otherwise expressly provided, the City shall not be required to
construct or install any facilities, improvernents or equipinent In or on the Leased

Premises.

Except as herein otherwise expressly provided, the Lessee shall have the right from
time to tirne at its sole cost and expense to make repairs, restorations, replacements,
additions, alterations and changes, whether structurel or nonstructural, im ot to the

Leased Premises.

Tt js not aware of any noncowpliance with any environmental laws concerning the
Leased Premises, including, withoyt limitation, the presence or absence of
asbestos, petrolenm products, hazardous wastes, illegal substances, toxic
substances, and all other pollutants and contaminants, and agrees to be responsible
for, save, indemmnify, and hold Lessee harmless from any and all investigations,
litigation, ¢laims, disputes, damages, cost of clean-up, and/or corrective actions and
liabilities, including, but not limited to, attorneys' fees and court costs, of any
nature whatsoever required or arising out of the City's or Hospital’s noncompliance
with any envitopmental Jaws involving the Leased Premises that existed before or
at the Commencement Date; provided, however, the City shall not be responsible
for the cost of ashestos clean-up, removal or abatement resulting from renovation
of the Leased Premises after the date hereof.

It shall be responsible for any noncompliance ocourring before and existing at the
Commencement Date with regard to Medicare, Medicaid, and/or TennCare laws,
rules, regulations, and/or policies or those applicable to programs of any other
third-party payors governing reimbursement for services rendered to participants
in such programs that could result in the Hospital's being subjected to fines or
penalties or being forced to reimbutse any such payors for monies paid to the
Hospital for services. City agrees that, if the Hospital is found to have violated any
of said laws, rules, regulations and/or policies, it shall indemnify Lessee as set forth
under Section 10.2 for reimbursement relaiing to, concerning, or arising from such
violations, including, but not being timited to, fines, interest, and penalties sought
1o be imposed by such payors for the Hospital’s violations that oceurred before or
existed at the Cormmencement Date. In the event any such payor offsets against
payments due Lessee such amounts owed by the City orHospital to such payor, the
City agrees to reimburse Lessee for such offsets, The foregoing notwithstanding,
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the patties agree and stipulate that the Net Working Capital trausferred to the
I essee at the Commencenient Date, as provided in Section 3.4, above, includes an
amount for reserves payable to and receivable fiom third-party payors for cost
report settlements ("Reserves”); and, with regard to the settlement of such third-

party payor cost reports, the parties agree as follows:

@)  if such seitlements collectively vesult in total xeceipts by Lessce from such
payors in excess of $100,000 over the Reserves ("Excess Receipts"), Lessee

will pay the Excess Receipts to the City; or,

(i) If such settlements collectively result in tﬁtal payments by Lesses to sach
payors in excess of $100,000 over the Rescrves ("Bxcess Payments"), the
City shall reimburse Lessee in the amoust of such Excess Payments.

Lestes will provide documentation to the City supporting the payment of Excess
Recelpts or the deduction of Excess Payments at the time any such payment or
deduction js made or taken, The City may contest such payment or deduction or
the amount thereof by giving Lessee notice thereof with ten (10) business days of
the receipt of such decumentation. Upon receipt of such notice, representatives of
the City end Lessee will reet within five (5) business days and use their reasonable
best efforts to resolve the matter. | '

It shall apply the Prepaid Basic Rent as set out in Section 3.1 (a) to the satisfaction
of any and all liabilities, other than Current Obligations and Hospital Equipment
Leases, relating to, arising from or connected with the Leased Premises, including,
without limitation, the Hospital Notes and Hospital Bonds, incurred before or
existing at the Commencement Date. Upon written request by Lessee, the City
shall provide Lessee with written verification of the payment of such liabilities.

It shall, for itself and Lessee, resist and defend any administrative or Judicial
challenge fo the legality of this Agreement or the legal authority of City to enter
into the same. City further agrees and warrants that, if any such challenge should
be successful and this Agreement Is declared to be invalid, it will repay to Lessee
any and all payments of Prepaid Basic Rent, rent paid during any Renewal Term,
and additional consideration paid by Lessee in accordance with Section 5.2, above.

In the event Lessee builds a Replacement Hospital pursuant to the terms of this
Agreement, the City agrees that it will contribute up to Seven Hundred Fifty
Thousand Dellars (8750,000) towards the project for land acquisition and site
preparation and the extension and construction of utilities, access, and roads.

During the Lease Term and for & period of ten (10) years following the completion

of the Replacement Hospital, the City shall not, directly or indirectly, develop,
finance, construct, operate, or provide support to ay Health Care Facility, nursing
home, medical office building, or home healih agency in the City or County which
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provides services in competition with the Hospital, nor shall the City permit any
of its subordinate organizations or entities to do so.

Section 6.2, Warrarities and Covenants of Lessee. The Lessee warrants, covenants and

agrees that:
(2)

®

(c)

(d)

It shall use and occupy the Leased Premises and, during the Initial Term of this
Agreement, shall fhithfully administer, operate and maintain a Health Care Facility
thereon, which, to the extent facilities and capabilities permit, shell be open at all
times and without discrimination as to race, creed, color, sex, national origin, or
disability to residents of the City and County and members of the general publis,
in each case as determined in accordance with appropriate and reasonable
admission policies of ifs sole meruber.

Tt shall administer, operate and maintain the Leased Premises in accordance with
the-terms of this Agreement; and, in the discharge of its obligations hereunder,
shall cotform to and abide by.all present and future applicable laws, ordinances,
rules, regulations, requirements, and orders of all governmental autherities or
agencies having jurisdiction over the Léased Premises or the operations of the
Lessee; provided, however, that nothing herein contained shall require the Lessee
to comply with, observe, and conform to any such law, ordinance, rule, regulation,
requirement or arder so long as the validity thereof or the appliesbility thereof shall

‘be contested in good faith; and, provided further, however, that the terms and

conditions of this Agreement shall not be altered by any ordinance, resolution or
other praceedings of the Governing Body without the prior written consent of the
Lessee. Bxcept as herein otherwise expressly provided, all costs of administration,
operation and maintenance ofthe Leased Premises shall be the exclusive obligation
of the Lessee and shsll be discharged by the Lessee at its sule expense.

It shall uge and oceupy the Feased Premises in a careful, safe, and proper manner
and for lawful purposes only end shall commit no waste and shall suffer no waste

to be comumitted thereon.

Tt shall, at its expense and at all times, keep the Leased Premises insured against
loss or damage by fire or other casualty by a policy or policies of full extended
coverage insurance in & company or companies of good standing and qualified to
write such insurance in the State of Tennessee or & suitable program of self-
insurance. Such insurance or self-insurance programi shall be for an amount not
less then the full insurable vahie of the Leased Premises, including completed
improvements and additions thereto or any separable portion thereof as determined
by and upon certification by the architect. Each such policy shall provide that the
loss, if any, shall be payable fo the City or a payee designated by the City, If, at
any time during the Lease Term, the Leased Premises are destroyed or damaged
and such destruction or damage was covered by or atiributable to 2 casualty
covered by such insurance or self-insurance program, as required by this Section
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6.2(f), City shall use its reasonable best efforts, exercised promptly and diligently,
to repair such damage and reconstruct and restare the Leased Premises as soon. as
reasonably possible and as near to their former condition as practicable at City's
expense, nsing the proceeds of such inswance or self-insurance program
exclusively for such purposes, and this Agreement shall continue in full force and
effect. City shall not be required to expend any sums in excess of the proceeds of
such insutance or self-insurance program for the repair, reconstruction, of
restoration of the Leased Premises. Ifitis reasonably practicable to do so, Lessee
shall sontinue the operation of the Hospital on the Leased Premises during the
period the damage, destruction, repair, teconstruction, or restoration continues, and
the rent payable under Section 5.1(b) shall be zbated in such proportion as the area.
damaged or destroyed bears to the total atea of the facilities and improvements
subject to this Agreement; provided, however. if, during such period, it is not
reasonably practicable to operate the Hospital on the I eased Premises, the Lessee
may cease operations of the Hospital, and the yent payable under Sections 5.1(b)
and 5.2(b) shall be fully abated until the yepairs are made and the reconstruction
and restoration completed and, at Lessce’s sole option, the Lease Tenn shall be

extended for a fike period.

It shall further, at its expense and at all times, maintain general liability insurance
or oie or more suitable self-insurance programs to cover such risks and in such.
amounts as, in its judgment, are adequate fo protect it and its properties and
opetations,

It shall further, at its expense and at all times, procure and maiitain a policy or

policies of professional liability insurance in & company or companies of good
standing qualified to write such insurance in the dtate of Tennessee or a suitable

. program of self-dnsnrance in an amount not less than that maintained by its sole

member for hospital facilities operated by it or its affiliates.

Each policy or program of self-insurance provided for in subsections (d), (¢) and
(£) of this Section 6.2 shall, during the Iease Term, name or oaxry an endorsement |
including City as an additional insured and shsll be cancelable only upon at least
ten (10) days' written totice to the City. A, duplicate original of each such policy
or a certificate or certificates in evidence thereof shall be delivered to and held by

the City.

It shall, at its own cost and expense, keep the Leased Premises in good repair and
order, reasonable wear and tear excepted, and in as reasonably safe condition as ifs
operations will permit and make all necessary repairs thereto, interior and exterior,
structural and nonstructutal, ordinary as well ag extraordinary, and Foreseen aswell
as unforeseen, and all necessary replacements ot remewals, subject In all respects
to the receipt by the Lessee of all necessary governmental permits and approvals
therafor; provided, however, that except as otherwise required by Sections 4.4,
5.2(e), and 6.2(a) of this Agreement, nothing herein contained shall be construed
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to prevent the Lessee from discontinuing the use and operation of any non-essential
part of the Leased Premises, including disposal of Leased Equipment, if inits sole
judgment it is no longer cost sffective to use and operate such part.

It shall not sublease the Leased Premises or any part thereof or assign this
Agreement without having obtained in each case the prior consent of the Governing
Body of the City to be evidenced by its duly adopted and effective resolution, and
the Lessee further shall not permit a transfer, by operation of law or sny process or
court proceedings, of the Lessee's interest in the Leased Premises acquired
hereunder, except that, subject o the provisions of Section 12.2, the prior consent
of such Goverming Body shall not be required with respect to (1) an. assignment to
any other non-profit corporation, the sole member of which is Lessee’s sole
member (or its successor), or which is affiliated with or controlled, directly or
indirectly, by Lesses’s sole member (or its successar), (if) sublease for patient ot
employee convenience activities such s, but not limited to, gift shops, snack
shops, barber or beauty shops, doctors' ot dentists' accommodations, flower shops,
counseling services, laundry services, pharmacy, and living accommodations for
petsons providing services within the Leased Premises, or for services related 10
the operation of the Leased Premises as 4 Heelth Care Facility such as, but not
limited to, physician's offices, pathology, X-ray, physical medicine, angsthesiology,
elestro-cardiology and emergency Tooum. operations, or (iif) any leases, subleases,
assignments, or uses extant on the Commencement Date; provided, however, no
such transfer, assignment or sublease shall conflict with the covenants of the
Lessee under this Agreement or relieve the Lessee of its obligations hereunder for
payment of rent or from any other of the conditions, obligations, agreements and
covenants of this Agreement or with respect {o any portion of the Leased Premises
5o transferred, assigned or subleased; and, provided funther, however, that in each
case the transferee, assignee or sublessee shall have sufficient financial
regponsibility and technical compefence 16 conduet in an adequate manmet the
functions conternplated by the sublease; and provided firther, however, that Lessee
shall require any sublessee described in (if) above fo obtain and maintain insurance
reasonably adequateto insure against risks arising from such sublessee's operations
on the Leased Premises.

Recognizing the need to safeguard the City's intsrest in the Leased Premises and
in the operation of the Health Care Facility thereon, the Lessee shall immediately
notify the City ofany andall legal process or other material notification concerning
any judicial proceedings, including bankruptey, or any procesding of a quasi-
judicial natore before any administrative board, commission, or other body which,
in the redsonable exercise of the Lessee’s best judgment, would jeopardize such
interest of the City. Lessee shall also notify the City of notification of any material
noncompliance with regard to Medicare, Medicaid and/or TeanCare laws, to the
extent such alleged noncompliance could cause the total cessation of Lessee’s
operation of the Leased Premises. Lessee sball be responsible for any and all
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Jiability connected with acts or events of noncompliance with regard to Medicare,
Medicaid and/or TennCare laws that cccur on or after the Commencement Date.

It shall pay all charges for utility services furnished to the Leased Premises.

Tt shall alfow the Aunthorized City Representative or such person's designes free
access to the Leased Premises at all reasonable times for the purpose of examining

the same.

Tt shall 4t all times conduct the operation of the Hospital (other than facilities not
subject to accreditation) in a mamner acceptable to the Joint Commission on
Accreditation of Health Care Organizations or its successor, provided, however,
that it need not comply with this subsection (0) if and to the extent that the Lessee's
governing body shall have detesmined in good faith, evidenced by a resolution of
the governing body, that such compliance is not in its best interests and that lack
of such compliance would not materially impair the Lessee's ability to comply with
the other requirements appliceble to Lessee hereunder.

During the Lease Term, the Lessee's organizational documents shall provide that
its Board of Directors will consist of nine () members, including the Hospital's
Chief of Staff and Administrator end two persons designated by Lessee’s sole
member, with the remaining members to be representative of the community and
appointed by the Lessee's sole member, Lessee's organizational documents shall
provide that its Board of Directors will meet regularly and have the anthority to
prant medical staff privileges to physicians, assist in developing policies governing
the operation of the Hospital, and make recommendations to Lessee's sole member
regarding services to be offered at the Hospital, strategic and facility planning
budgets, equipment and capital needs of the Hospital, and the selection and
retention of the Hospital's Administrator.

Subject to applicable law, the Lessee accepts assignment of only those exisfing
cantracts of the Hospital with medical service providers and equipment suppliers
as are set out on Exhibit F, hereto, and Lessee agrees to maintain the contracis set
out on Exhibit F for their current tenms absent default or breach thereof by the
parties providing services and supplies. Any and all such contracts that ere not set
out on Exhibit F shall be and remain the responsibility of the City.

Upon. the Commencement Date, the Lessee agrees to offer employment to the
Hospital's then-current employees at wages and benefits comparable to those
presently enjoyed by such employees. Both parties agree that long-term staffing
decisions will be determined by Lesses. The Lessee agrees to honor prior service
credit under the Hospital's current welfare benefit plans for the purpose of
satisfying pre-existing conditions thereunder and for the purpose of determining
eligibility and vesting in Lessee's retirement benefit plans.
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During the Lease Tarm, the Lessee agtees 10 provide care to indigent patients in
accordance with the policies and practices of its sole member, which indigent care
shall, during the Initial Term, be at least at the same level of funding as provided
by the Hospital for the fiscal year last preceding the Commencement Date,

Recognizing that another lacation may ultimately be more advantageous and
conditions not now known or foreseen may ultimaiely indicate another focation is

‘more appropuiate, Lessee shall construct the Replacement Hospital, if one is built

within the Lease Texm, within the corporate limits of the City or an anhexable area
of the City. I, in the opinion of Lessee’s Govemning Body, construction of the
Replacement Hospital within the corporate limits of the City is prohibitive or not
feasible, Lessee may request relief from this requirement irom the City’s
Governing Body. If, within sixty (60) days of written notice of such request given
pursuant to Article XI of this Agreement, the Governing Body-of the City has not
by resolution denied such request, then it shall be conclusively presumed that this
Section 6.2(r) shall have no application; provided, however, in no event shall the-
Replacement Hospital, if one is built within the Lease Tetm, be built outside the

boundaries of the County.

Seetion 6.3 Warranties and Covenants of Sv. Mary's.. St. Mary's warrants, covenauts and

agrees that:

(@

(b)

{©)

. under this Agreernent.

i

It guatantees the full and prompt performance by Lesses of all of its obligations

It will monitor Lesses’s compliance with Section 5.2(a), above, and, subject to the
approvals of its Governing Bodies and the terms and conditions set out in Section
5.2(2), above, consent to the construction of the Replacement Hospital.

Tt will monitor Lessee’s compliance with the Section 6.2, above, and require

corrective action as necessary and appropriate.

Axticle VII
Condemnation

In the event of a taking of all or any portion of the Leased Premises by condemnation,
eminent domain or other process of any governmentsl authority other then the City, the Lessee shall
waive any rights which it may have to any portion of the proceeds of the award for such taking,
except to the extent hereinafter provided, Such proceeds shall be deposited in such lawful manner
ag the City shall direct and the same, at the direction of the City, shall be expended, to the extent
possible, for the replacement of any portion of the Leased Premises so taken. The City, upori being
notified of any action or proceeding to take all or any portion of the Leased Premises, shall
immediately notify the Lessee of the pendency of such action or proceeding. If, after such taking
of any portion of the Leased Premises, the yemaining portion is determined by the Lesses to be
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insufficient for further operation as a Health Care Facility, this Agreement shall terminate without

penalty to either party hereto as of the effective date of such taking, and City shall use said proceeds
io reimburse Lessee for any and all improvements made to the Leased Premises that have not been
credited to Lesses as rental payments under Section 5.1 (2) and (b) and for all funds expended

pursuent to Sections 5.2 {a), (b), (€} (d}, and {&).

If & partial taking of the Leased Premises by condemnation, eminent domain or ofhex
process shall oceur and if the Agreement does not terminate and is not otherwise tetminated as
provided herein, the Lessee shall be allowed a proportionate reduction in the rental herein provided
to be paid to the City corresponding to the time during which and the extent to which the Lessee
shall be deprived of the use and occupancy of the Leased Premises or any portion thereofl

. A sale or transfer of alf or any portion of the Leased Premises by City to any guthority
having the power of eminent domiain, eithet under threat of condemuation or while condemnation
proceedings are pending, shall be deemed a taking 1under the power of emivent domain for all

purposes of this Article VIL.

The City hereby warrants and covenanis that it will take no action to condexnn or take by
way of eminent domain the Lessee’s leasehold interest ity the Leased Premises granted pursuant fo

this Agreement.

Arxticle VIII
Defaults and Remedies

Section 8.1. Events of Default by Lessee. The foltowing shall be "events of default” by
Lessee under this Agresment and the term "event of default” shall mean, whenever used in this
Agreement with respect to Lesses, any one or more of the following events:

{a) The Lessee shall default in the payment of any rentals hereunder and such defanlt
shall have continued for & period of ten (10) days after the same shall become
payable or the Lessee shall make defaultin the payment of any other monies which
may become payable hereunder and such default ghall have continued for a period

of thirty (30} days;

() The Lesses shall have admitted in writing it is insolvent or shail have filed a
petition asserting it is a bankropt ox shall have made an assignment for the benefit

of its creditors;

(c) Possession of all or substantially all of the Lessee's assets shall be taken i:y a.
receiver or trusiee;

(dy The Lessee shall sublease the Leased Premises or any part thereof, except as.
otherwise herein permitted, or fhe interest of the Lesses under this Agrecment shall
be sold, assigned, or transferred under legal process or otherwise to any other
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person, firm or corporation without the prior written consent of the Governing
Body as hersin provided;

The Leuses shall haye matertally failed fo perform or observe any other covenant
required to be performed or observed by the Lesse¢ under the terms of this,
Agreement, including but not limited to the covenant to operate & Health Care
Facility on the Lease Land during the Initial Term, and the Lessee shall, within
thirty (30) days after written notice thereof approved by resolution of the
Goveming Body and given pursuant to Article XI, below, fai] to commence
appropriate action in good faith to cure such failure and thereafter to prosecute the
same to completion with due diligencs; or,

The Lessee shall have vacated the Leased Premises.

Section 8.2. Remedies Upoh Event. of Defuult by Lesses,

()

(b}

Monetary Default. Whenever any Event of Default referred to in Section 8.1(2)
shall have happened and shall not have been cured within fifteent (15) days after
written demand is given by the City to the Lesses, in addition to any other required
notice, any one or mote of the following remedial steps may be taken by the City:
(1) City may take whatever ectiont in law or equity may appear necessary
or desirable to collect the rent then due and thereafter to become due or
to enforce performance and observance of any obligation, agreementt,

or covenant of the Lessee under this Agreement.

(2) City may re-enter and take possession of the Leased Premises without
terminating this Agreement and sublease the Leased Premises for the
account of the Lessee, holding the Lessee Hable for the amount by
which the rent and other amounts payable by such sublessee in sueh
sublesasing are less than the rents and other amounts payable to the
Lessee herenmder,

(3) City mayterminate the Agreement, exclude the Lessee from possession
of the Leased Premises, end use its best efforts to lease the Leased
Premises to another, but holding the Lessee liable for all rent and other
payments due up to the effective date of such leasing.

Nonmonetary Default. Whenever any Event of Default referred to in Section 8.1
(b) through (&) shall have occurred and shall continue for sixty (60) days following
written nofice thereof from the City to the Lessee, given in accordance with Article
X1, the City may, at its sole option, do or cause to be done such act or thing
constititing such Event of Default on behalf of the Lessee and, upon written

notification to the Lessee of the cost thereof, the Lessee shall pay promptly to the

City the amount of such-cost.
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(c) Default Upon Vacating Premises or Failing to Operate 2 Health Care Facility
During Initial Term. Whenever, duting the Initial Term of this Agreeinent, an
Event of Default referred to in Section 8.1 f) or upon Lessee’s failure to operate
2 Health Care Facility following the procedures setoutin Section 8,1(e) shall have
occurred and shall have continued for fifteen (15) days following written notice
thereof from the City to the Lessee, given inaccordance with Article X1, the Lessee
shall pay to the City, as Hquidated damages and in lieu of all of damages of any
kind whatsoever, the sum of Two Million Dollars {$2,000,000).

Section 8.3, Events of and Remedies Upon Defauit by City. It shall be an Event of
Default by the City if it shall neglect or fadl to perform or observe any warranties, covenants,
representations, provisions, or conditions made by or requited to be performed by City under the
terms of this Agreement, including, without Jimitation, the City’s failure to indemnify the Lessee
as provided herein, and City shall within thirty (30) days, after written fiotice thereof by Lessee, fail
to commence appropriate action in good faith to cure such faihure and thereafter prosecute the same
to completion with due diligence. The City shall be responsible to Lessee for any and all damages
sustained by Lessee as a result of an Event of Defiault by the City, and Lessee shall have the right,
in addition to all other remedies provided in this Agreement or by law, to injunctive relief; provided,
furiher, Lessee shall have the right to cure any such Event of Defanlt at the City's expense, including
in such expense all costs and legal fies Incurred to cure such Event of Default, and City shall pay
promptly to the Lessee the amount of such expenditure by Lessee o cure, such Event of Default by

the City.
Section 8.4. Provisions Applicable to Both Parties.

() Remedies Cumulative. No remedy conferred upon or resexved to sither party by
this Agreement is infended to be exclosive of any other available remedy or
remedies, but each and every such remedy shall be cumulative and shall be in
addition to every other remedy given under this Agreement OF nOW O hereafter
existing at law or in equity or by statute. No delay or omission to exercise any
tight or power accruing upon any default shall impair any such right or power ot
shall be constried to be a waiver thereof, but any such right and power may be
exercised from time to time and as often as may be deemed expedient. Each patty
shal} give the other pariy notice in accordance with Article X, and a reasonable
opportunity to cure prior to exercising any remedy reserved to such party in this

Agreement,
(b) Attorney's Fees and Litigation Expenses, In the event a party should default under

any of the provisions of this Agreement and the other party should employ
attorneys o inour other expenses for the enforcement or performance ox observance
of any obligation or agreement on the part of ejther party contained in this
Agreement, the defaulting party agrees that it will on demand therefor reimburse
the other for the reasonable fees of such atforneys and such other expenses so

incurred.
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(¢} Waiver end Breach. In the evemt any egreement contained in this Agreement
should be breached by either party and thereafter waived by the other party, such

waiver shall be limited to the particular breach so waived and shall not be deemed
to waive any other breach hereunder,

Article IX
Termination

Sectiond. 1. Termination by Lessee. Provided no event of default by Lesses hereunder
has occurred and is continuing, the Lessee may, by notice to the City of its decision 1o do so,
terrinate this Agreement, subject to the conditions set forth below, for any of the following reasons:

(8) In the event legislation is enacted or by order of a duly constituted court or

governmental agency, procedures may be required to be performed on'the Leased
Premises, which are contrary t the philosophy of the Sisters of Mercy, moraily or
othervise, the Lesses, upon three (3) yedrs' prior written notice, may terminate this
Agreernent, and, daring the period between the giving of such notice and the
“ termination of the Agreément, the Lessee shall not be obligated to perform such
- procedures and the failure-an the part of the Lessee to perform such procedures
shall not constituta a breach of this Agreement; provided, however, that City may
terminate this Agreement upon ninety (90) days' written notice to Lessce of its
intent to do g0 if City would be in violation, in any material respect, of any statute
or law as & result of Lessee's failure to perform such procedures; provided fuxther,
however, said ninety (90) day period shall be extended if, either before the giving
of such notice by City or within ninety (90) days thereafter, Lesses has, in good
faith, commenced an action in a court of competent jurisdiction to challenge the
validity or applicability of such law, statute or order to Lessee’s operation of the
Hospital, and such extznsion shall continue until Lessee's action has been finally
adjudicated and no appeal has been taken or the time for taking an appeal has
expired; provided, firther, however, Lessee shallindemnify and hold City harmless
from and against any and all liabilities incurred or suffered by City arising from
City's insbility to terminate this Agreement during the period Lessee is 50
challenging such. law, statute, or order, During such three-year period, the City and
the Lesses shall jointly aud diligently undertake and use theirrespective best efforts
to find & successor or make other arangements to take over the operation of the
Leased Premises so as fo permit the Lesses to terminate this Agreement al the
earlfest possible date within such three-year period,

(b) Thelessecmay, atits option, terminate this Agreement if the Leaged Premises are
destroyed or materially damaged and not repaired, reconsirueted or replaced or if
tifle to orthe use of the Leased Premises or any materiel patt thereofis taken under
exercise of the pawer of condemnation, eminent domain or other process and not

replaced or restared.
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(¢} TheLessee miy, at its option, terminate this Agreement upon jts purchase of the
Leased Premises pursuant to the exclusive option set out it Section 3.2, above.
Such termination shall be effective as of the closing of Lessee’s purchase of the

Leased Premises.

¥

Section 0.2, Terminationby City. The City may only terminate this Agreement upon the
occurrence and continvation of an event of default under Section 8.1, above.

Section 9.3, Reversion of Leased Premises to City. Upon termination of this Agreement,
by either the City or the Lessee, for any reasoh, other than the reason set out in Section 9.1 (c),
ghove, the Leased Premises, ncluding all replacement and additional farnishings and equipment
installed or placed in or o ilie Leased Premises before texmination, shall tevert fo the City.

Article X
Release and Indemunity

Section 10.1. Indemnification of City. Lessce releasesthe City from, agrees that the City
shall not be liable for, and agrees to hold the City, its officers, employees and agents and the
members of the Governing Body of the City, harmless against, any and all Josses, liabilities,
damages, costs (including court costs and gost of appeal) and expenses (including reasonable
attorneys® and experts’ fees) that the City incurs as a result of or with respect 1o (i) any inaccuracy
in any of the representations made by the Lessee in this Agreement; (i) any materia] breach or non-
fulfillment of any covenants or warranties made by the Lessee in this Agreement; and (iii) any loss
or damage to property or any loss for injury to or death of any person o any other loss or damage
that may be occasioned by any cause whatsoever pertaining to the Leased Premises or the use thereof
provided that the sole cause or the substantial contributing cause thereof occurs on or after the
Commencement Date; and provided further, that this indemnification shall be effective only to the
extent of any loss that may be sustained by the City or its officers, employees or agents or the
members of such Governing Body in excess of the proceeds from any insurance policy maintained
by the Lessee pursuant to this Agreement and received by the City with respect to the loss sustained,
The Lessee further agrees to indemnify and hold harmless the City and its officers, employees and
agents and the members of such Governing Body ageinst and from any and all cost, Hability,
expenses, including, without limitation, reasonable attomeys' fees, and claims arising from the
acquisition, construction, installation or improvement of any facilities or other improvernents in and
about the Jeased Premises. or arlsing from any act or negligence of or failure to act by the Lessee
or any of jits agents, contractors, servants, employees, ot Jicensees, or arising from any accident,
injury or damage whatsoever caused 1o any person, firm ot corporation ocenrring during the Lease
Terim in or about the Leased Premises, and from and against all cost, liability and expenses incurred
in or i connection with any such claim.

Section 10.2. Indemmification of Lessee. The City releases the Lessce from, agrees that
the Lessez shall not be liable for, and agrees to hold the Lessee, its officers, employees, agents, and
the members of its Board of Directors, harmless from any and all losses, liabilities, damages, costs
(including court costs and cost of appeal) and expenses (including reasonable attorneys’ and expests’
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fees) that the Lessee. incurs as a result of or with respect to (i) any inaceuracy in any of the
representations made by the City in this Agreement; (ii} any material breach or non-fulfillment of
any covenants or wanranties made by the City in this Agreement; and (ifi) any end all litigation,
claims or disputes, whether or not pending at the Commencement Date, asserted or unasserted,
known o unknown, including, but not being limited to, any professional liability, other tort, or
contract claims that ave related to, concem, ot atise out of any incident, oceurrence, act, or omission
oceurring before the Commencement Date of this Agreement, In the event the Lessee s made a
party to any proceeding to which it is entitled to indenmification under this Section 10.2, Lessee
shall have the right to appear in such procezding for itself and the City and shall, at the City’s
expenss, obtain apprcpﬁatampresentaﬁonforﬂmeproceedh:g and otherwise direct the defense ofany

such litigation, claims, or disputes.

Article XI
Notices

Any notice or notification specified in this Agreement to be given to the Lessce, St
Mary’s, or the City shall be deemed effective upon the eartier of actual delivery or three (3) days
following the date such notice shall have been mailed by United States cestified mail, postage
prepaid, addressed to the Lessee or to the City,respectively, as follows:

City: Mayor of the City of LaFolletto
205 South Tennessee Avenue
1aFollette, TN 37766

Lessea: My. Richard C., Williams
Vice-Chairinan and President
Y 2Folletie Medical Center, Inc.
900 E. Qak Hill
Knoxville, TN 37917-4356

St. Mary's: Mr, Richard C. Williams
President and CEO
St, Mery's Health System, Ine.
900 E, Osk Hill
Knoxville, TN 37917-4356

Either the City or the Lesses may, however, from time to time by notice in writing to the other party
establish an addressee or an address differing from the foregoing for the purpose of giving notice or
notification under this Agreement, Any potice or notification specified in this Agreement to be
given to the Lessee shalf also contemporaneously be given to St Mary’s:

Page 28



Article X3X
Miscellaneous Provisious

Section 12.1 Arbiwration. Except as specifically modified by this Section 12.1, any
controversy o claitn arising ot of or relating to this Agreement or its breach, including, without
limitation, any claim that this Agreement or any of its parts is invalid, illegal or otherwise voidable
or void, shall be submitted to arbitration before and in accordance with the commeteial arbitration
rules of the American Arbitration Association (‘AAA”). The provisions of this Section 12,1 will
be construed as independent of any other covepant or provision of this Agreement; provided that,
1 a court of a competent jurisdiction determines that these provisions are unlawful in any way, the
ot may modify or interpret them to the minimum extent neCesSALy to have them comply with the

law. Judgment upon an atbitration award may be entered in any court located in Knoxville,

Teumessee, having competent jurisdictionand will be binding, final and non-appealable. Theparties
hereby waive, to the fillest extent permitted by law, any right or claim for any punitive or exemplary
damages against the other and agree that, in the event of a digpute, each shall be limited to the
recovery of actual damages sustained. This arbitration provision is deemmed fo be self-execnting and
will remain in full force and effect after expiration or termination of this Agreement. [n the event
gither party fails to appear at any properly noticed arbitration proceeding, an award may be eniered
against such party by default or otherwise notwithstanding that failure to appear. Arbitration will
take place in Knoxville, Tennessee, and, all controversies shall be governed by and construed vnder
the laws of the state of Temessee. The obligation to arbitrate will not be binding upon claims
relating to the violation or alieged violation of the covenant not to compete set out in Section 6.1(),
above: claims relating to the exclusive purchase option set out in Section. 3.2, above; or, requests by
either party for temporary testraining orders, preliminary injunctions or other equitable procedures
in a court of competent jurisdiction fo obtain interim relief when desmed necessary by such court
to preserve the status guo or prevent irreparable harm or injury pending resolution by arbitration of
the actual dispute between the parties. '

Séction 12.2. Acceptance of Federal Funding. The City and the Lessee shall have full
power and authority, jointly and severally, to acoept federal fonds for the improvemnent of the Leased

Premises.

Seciion 12.3. Severability. In the event any provision of this Agreement ghall be held
invalid or unenforceable by any court of competent jurisdiction, such holding shall not invalidate
or render mnenforceable any other provision hereof or such otherwise invalid provision under
circumstances other than those under which it was determined to be invalid, except fo the extent that
such other provision is wholly dependent for its operation upon the part declared to be invalid, and
to that end the provisions hereof are agreed and declared to be severable. ’

Section 12.4. Immunity of Officers and Directors, Ete. No recourse shall be had on.any
obligation, covenant or agreement in this Agreement against any past, present or future incorperator,
official, officer, director, or employee of the City or the Lesses, as such, either directly o7 indirectly,
under any rule of Iaw or 2quity, statute or constitution, or by the enforcement of any assessment o
penalty or otherwise, and all such liability of any such incorporators, officials, officers, directors,
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or employees a9 such, is hereby expressly waived and released as a condition of and consideration
for the execution and delivery of this Agreement.

. Section 12.3. Amendments and Modifications. This Agreement shall not be amended
or modified except by a written instrument signed by the duly authorized representatives of each of

the parties hereto.

Seetion 12.6. Captions. Thetitles of axticles, sections, subsections, orparagraphs herein
are solely for the convenience of the parties and shall not be used to explain, limit, expand, modify,
simplify, or aid in the interpretation of the provisions of this Agresment.

. Section 12.7. Assignments. Except 83 hereln otherwise expressly provided, no pasty
hereto may assign or otherwise transfer its rights or obligations herennder without the prior written

consent of the other parties hezeto. -

: Section 12.8, Entire Agreement. - This Agreeroent constitutes the entire agreement
between the parties heseto with respect o the subject matter hereof and the transactions hersby
contemplated. Any prior understandings, proposals, or representations of any kind shall got be
binding upon eithet party exceptto the extent incorporated in this Agrecment.

Section 12:9. Governing Law. This Agreement shall be governed by and constroed in
accordance with fhe Constifution, Jaws and regulations of the State of Tennessee without regard to
provisions with respect 10 conflicts or cholces of law.

Seetion 12.10. Execution in Counterparts. This Agreement may be executed in several
counterpatts, each of which shall be ah original and al} of which shall constitute but one and the

game jnstrument.

[The balance of this page is intentionally left blank.]
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IN'WITNESS WHEREOF, the parties herstohave caused this Agreement to be executed
by their respective duly authorized officers as of the day end date first above writien.

CITY: LESSEX:
THE CITY OF LaFOLLETTE, LaFOLLETTE MEDICAL CENTER, INC.
TENNESSER

Richard C. Williams, Vice-Chairman
and President

ST. MARY’S:

ST. MARY'S HEALTH SYSTEM, INC.

By: <
ichard C. Williams, President and CEQ
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ACKNOWLEDGMENTS

STATE OF TENNESSEE  }
COUNTY OF CAMPBELL }

Befote me, a Notary Public in the State and County aforesaid, personally appeared
Clifford Jennings, with whom I am personally acquainted, or proved to me on the basis of
satisfactory evidence, and who, upon oath, acknowledged hirnselfto be the incurnbent Mayor of the
City of LaFollette, Tennessee, and that he as such incumbent Mayor, being authorized so to do,
executed the foregoing instrument for the purposes thetein contained, by signing his nare as the
inéurbent Mayor of the City of La¥ellette, Tennessee. '

' otistin 27 "y o i
WITNESS miy hend and official seal at office this day of 2000,

el G

0 Notag$y Public =

My commission expires:

| ¢, zen!

STATE OF TENNESSEE }
COUNTY OF CAMPBELL }

Personally appeared befote me, a Notary Public in the State and County aforesaid,
Richard C. Williams, with whom [ am personally acquainted, or proved to me on the basis of
satisfactory evidence, and who, under oath, scknowledged himself to be the Vice-Chaitman of the
Board of Directors and President of LaFollette Medical Center, Inc., the within-named bargainor,
a corporation, end that he as such, Vice-Chairman of the Board of Directors and President, being
authorized so o do, executed the foregoing instrument for the purposes therein contained, by signing
the name of the corporation by kimself as Vice-Chairman of the Board of Directors atid President.

WITNESS my hand and official seal at office this >7 ﬁy of M , 2000.

oot Yok
0 Netdry Public (|

My commission expires:

Ny 4, 209/
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STATE OF TENNESSEE  }
COUNTY OF CAMPBELL }

Personally appeared before e, a Notaty Pablic in the State and County aforesaid,
Richard C, Williams, with whom I am personally acquainted, or proved to mg on the basis of
satisfactory eviderice, and who, under cath, acknowledged himself to be the President snd CEO of
St, Mary's Health System, Inc., the within-named bargainor, a corporation, and that he gs guch
President and CEO being authorized so to do, executed the foregoing instrument for the purposes
therein contained, by signing the name of the corporation by himself as President and CEO.

mmsstnyhandmdefﬁciazseamof&cemm}?'ﬁyof M , 2000,

i Blde

S Ny Pabtic . )
- My commission expires:

Sy b, 299/
7

Apri 27, 2000/ 1:0f pm
S:\RlOUDU\ST-MﬁRY“MFOLLBﬂAgrmnGm.27.00.ﬁn.wpd

Ko
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Exhibits to Original Lease omitted from this copy of the Lease.

EXHIBITS TO LEASE AND PURCHASE OPTION AGREEMENT

Table of Céntents

Leased Laad

15 - Multiple Deeds Covating Real Estate Being Leased

7, - - Preliminary Survey (to be refined o cover)
Leased Equipment =~ '
Net Work Capital

“Exeltded Assets
" Hospital Equipment Leases

1. Finova ,

2. Pitney Bowes . .

3, Pansonic Credit Company

4, Datascope Corp

5. General Electric Company
Contracts Assigned to Lessee
Assignment and Assumption Agreement



ExXHIBIT “B*

Guaranty
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GUARANTY

RE: Lease and Purchase Optionn Agreement between THE CITY OF LAFOLLETTE,
TENNESSEE, a city organized and existing as a governmental unit under the laws of the State of
Tennessee, (the “Lessor”), and LAFOLLETTE MEDICAL CENTER, INC., and MERCY HEALTH
PARTNERS, INC. (collectively, the “Lessee”), dated April 27, 2000, as amended by that certain First
Amendment to Lease Agreement which is anticipated in connection with the assignment of said Lease

and Purchase Option Agreement (the “Lease”).

FOR VALUE RECEIVED and in consideration for, and as an inducement to the Lessor for entering
into the above. referenced First Amendment to Lease Agreement to which this Guaranty is attached, the
undersigned, jointly and severally, hereby unconditionally guarantee to the Lessor, its successors and
assigns, the prompt payment of rent and all other monetary obligations under the Lease (including without
limitation attorneys® fees and costs incurred by Lessor in connection with the enforcement of the Lease or
this Guaranty) and the full performance and observance of all the covenants, conditions, and agreements
therein provided to be performed and observed by the Lessee, ifs successors and assigns, and expressly
agree that the validity of this Guaranty and the obligations of the Guarantor hereunder shall in no wise be
terminated, affected, or impaired by reason of the assertion by the Lessor against the Lessee of any of the
rights or remedies reserved to the Lessor pursuant to the provisions of the Lease, or by reason of the
waiver by the Lessor of, or the failure of the Lessor to enforce, any of the terms, covenants, and
conditions of the Lease, or the granting of any indulgence o extension of time to the Lessee, all of which

may be given or done without notice to the Guarantor.

The undersigned further covenants and agrees that this Guaranty shall remain and continue in full
force and effect as to any amendment, modification, renewal, or extension by the Lessee of the Lease, to
all of which the undersigned hereby consents in advance, and as to which the undersigned expressly

waives any notices.

Jurisdiction and venue of any action to enforce this Guaranty shall be in Campbell County, State
of Tennessee.

" IN WITNESS WHEREOF, the undersigned has caused this Guaranty to be duly executed this
/ST dayof D2T0AER 2010,

KNOXVILLE HMA HOLDINGS, LLC, Guararitor

By: M@ﬂ %%

i

Name: 7 72nothy ;
Title: S7Z. ViceE RES)DExT

1081522 )



EXHIBIT “C”
Undeveloped Land

SITUATED in District Three of Campbell County, Tennessee, within the corporate limits
of the City of LaFollette, Tennessee, and being more particularly bounded and described as

foliows:

BEGINNING at an iron pin set in the northwest right of way line of New Appalachian
Highway (aka Highway 25W, and aka State Route 9), corner to property of University of
Tennessee Medical (Deed Book 360, page 85); thence from said beginning point and with the
northwest right of way line of New Appalachian Highway, four calls and distances as follows: .
South 43 deg. 41 min. 27 sec. West, 25.92 feet to a point; South 43 deg. 41 min. 27 sec. West,
265.07 feet to highway monument “C”; North 45 deg. 50 min. 29 sec. West, 5.15 feet to highway
monument “B”; and South 43 deg. 21 min. 18 sec. West, 309.50 feet to an iron pin set corner to
propetty being retained by E. F. Wheeler; thence with new severance line with E. F. Wheeler,
North 40 deg. 41 min. 26 sec. West, 375.92 feet to an iron pin set; thence continuing with the line
of Wheeler, South 43 deg. 23 min. 27 sec. West, 167.10 feet to an iron pin set in the line of
property of Robert L. Woodson I (Deed Book 412, page 123); thence with line of Woodson,
North 30 deg. 29 min. 19 sec. West, 888.74 feet to an iron pin; thence continuing with said line,
North 35 deg. 20 min. 52 sec. West, 20.79 feet to an iron pin in the line of Lot 6A, Big Springs
Subdivision; thence with line of Lot 6A and 7A, Big Springs Subdivision, North 47 deg. 25 min. 37
sec. East, 101.84 feet to an iron pin, comer to Lot 8A; thence with the line of Lot 8A, North 56 deg.
59 min. 26 sec. East, 141.00 feet to an iron'pin, corner to property of Tennessee State University
and Community College (Deed Book 401, page 785); thence with the line of said property, South
37 deg. 16 min. 19 East, 201.12 feet to an iron pin; thence continuing with said line, North 47 deg.
10 min. 06 sec. East, 453.00 foet to an iron pin in the southwest right of way line of Independence
Lane; thence with the southwest right of way line of Independence Lane, South 43 deg. 28 min. 40
sec. East, 137.95 feet to an iron pin; thence South 54 deg. 05 min. 09 sec. East, 330.63 feet to an
iron pin, corner to property of University of Tennessee Medical (Deed Book 360, page 85); thence
with line of said property, three calls and distances as follows: South 54 deg. 14 min. 00 sec. West,
143.98 feet to an iron pin; South 35 deg. 52 min. 01 sec. East, 549.92 feet to an iron pin; and South
30 deg. 20 min. 29 sec. East, 5.34 feet to an iron pin, said iton pin marking the place of
BEGINNING; and being according to the survey of Tony W. Crutchfield, Tennessee RLS #1788,
of Crutchfield Surveys, P.O. Box 292, Jacksboro, TN 37757, dated September 23, 2005, and
revised January 10, 2007.

BEING the same property conveyed to E. F. Wheeler, Ir., by the following deeds:

(1) Deed from Wanda D. Jackson, dated August 14, 1997, of record in Deed Book 348,
page 826;

(2) Deed from Joyce D. Webb, dated August 14, 1997, of record in Deed Book 348, page
830; and

(3) Deed from K. Lynn Davis, dated August 30, 2000, of record in Deed Book 374, page
386, all in the Campbell County Register’s Office.

(4) Deed from Carlock Myers and wife, Nellie M. Myers, dated February 21, 1998, of
record in Deed Book 353, page 21, in the Campbell County Register’s Office.

1249671 1



GUARANTY

RE: Lease and Purchase Option Agreement between THE CITY OF LAFOLLETTE,
TENNESSEE, a city organized and existing as a governmental unit under the laws of the State of
Tennessee, (the “Lessor”), and LAFOLLETTE MEDICAL CENTER, INC., and MERCY HEALTH
PARTNERS, INC. (collectively, the "Lessee™), dated April 27, 2000, as amended by that certain First
Amendment to Lease Agreement which is anticipated in connection with the assignment of said Lease
and Purchase Option Agreement (the “Lease™).

FOR VALUE RECEIVED and in consideration for, and as an inducement to the Lessor for entering
into the above referenced First Amendment to Lease Agreement to which this Guaranty is attached, the
undersigned, jointly and severally, hereby unconditionally guarantee to the Lessor, its successors and
assigns, the prompt payment of rent and all other monetary obligations under the Lease (including without
limitation attorneys’ fees and costs incurred by Lessor in connection with the enforcement of the Lease or
this Guaranty) and the full performance and observance of all the covenants, conditions, and agreements
therein provided to be performed and observed by the Lessee, its successors and assigns, and expressly
agree that the validity of this Guaranty and the obligations of the Guarantor hereunder shall in no wise be
terminated, affected, or impaired by reason of the assertion by the Lessor against the Lessee of any. of the
rights or remedies reserved to the Lessor pursuant to the provisions of the Lease, or by reason of the
waiver by the Lessor of, or the failure of the Lessor to enforce, any of the terms, covenants, and
conditions of the Lease, or the granting of any indulgence or extension of time to the Lessee, all of which
may be given or done without notice to the Guarantor.

The undersigned further covenants and agrees that this Guaranty shall remain and continue in full
force and effect as to any amendment, modification, renewal, or extension by the Lessee of the Lease, to
all of which the undersigned hereby consents in advance, and as to which the undersigned expressly
waives any notices.

Jurisdiction and venue of any action to enforce this Guaranty shall be in Campbell County, State
of Tennessee.

IN WITNESS WHEREOF, the undersigned has caused this Guaranty to be duly éxecuted this
[57 _dayof_ZZwger 2y

—_—

KNOXVILLE HMA HOLDINGS, LLC, Guarantor

Name: "7 mnarby : 70
Titte:  S2. Ve eSS/ 0enT

1081322_1
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Laughlin Millea Iillman

Architecture T :
Planning 1 J\I M = ’ i
Design I . 11

April 28, 2015

Mr. Keith Kizzire
Lafollette Medical Center
923 East Central Avenue
Lafollette, TN 37766

Re: Project Budget
Health and Rehab Center Renovation
com.1406

Mr. Kizzire,

We have received the following budget estimate for the estimated construction costs for the renovation project
noted above. This letter is to verify that we have reviewed the estimates and in our professional opinion find them
to be reasonable, based on current pricing for projects of this scope. The estimated costs are as follows:

Construction Cost EStimate .....ccooviiiniiiiinaininniiencaninianes $2,383,663.00

This construction cost value is based on 26,350 square feet of renovation scope. Applicable codes utilized for this
project/facility are:

2012 International Building Code

2012 International Mechanical Code

2012 International Plumbing Code

2012 International Fuel and Gas Code

2012 NFPA 101 — Life Safety Code

2010 FGI Guidelines for Design and Construction of Healthcare Facilities
2011 National Electrical Code

2005 US Public Health Food Code

2010 Americans with Disabilities Act

1999 North Carolina Handicapped Accessibility Code with 2004 Amendments

Kentucky

819 West Main Street, Fourth Floor
Louisville, Kentucky 40202
[p]1502.581.0570

[f] 502.581.0670

Indiana
3211 Grant Line Road, Suite 30
New Albany, Indiana 47150

E’rq]881122§%,444'12122222 i. Attachment C, II, Economic
o ' Feasibility, 1
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April 28, 2015

Mr. Kizzire

Lafollette Medical Center

Health and Rehab Center Renovation
com.1406

Page 2

Please feel free to contact our office if you have any questions.

Sincerely,

John R. Ketenbrink, AIA, NCARB
Principal
LMH Architecture, LLC

| R

ARCHITECTURE



HCHS

May 11, 2015

State of Tennessee
Health Services and Development Agency
Andrew Jackson State Office Building

Nashville TN 37243 CoMMUNITY
RE:  Certificate of Need Application / Operating Room Renovation HEALTH
Credit Worthiness SYSTEMS

Regional Hospital of Jackson, TN

To Whom It May Concern: 4000 Meridian Boulevard
CHS / Community Health Systems, Inc. the parent of Jackson, Tennessee Hospital ool g
Company LLC d/b/a Regional Hospital of Jackson has internal funds available for the Tel: (615) 465-7000
commitment to the aforementioned project, with an approximate project cost of
$8,865,000 for operating room renovation.

PO. Box 689020
CHS/Community Health Systems, Inc. had cash flow from operating activities of $1,615
million in its fiscal year ended 12/31/14 and currently maintains a $1,000 million
revolving credit facility with current availability of $812 million as of 5/1/15 to fund
future cash needs. CHS / Community Health Systems, Inc. is committed to the project
cost and will advance funds as necessary to complete the renovation.

Franklin, TN 37068-9020

Please do not hesitate to reach out if you need additional information. | can be reached
at 615-465-7191 or anita_passarella@chs.net.

egards,
G"W@'\%o Mﬂg

Anita H.Passarella
Director Cash Management Treasury

| Attachment C, IT, Economic
‘ Feasibility, 2

“Comnmunity Health Systems” is a registered trade name of Community Health Systems Professional Servi ré:



AAA
BA1
BA2
BB1
BB2
CAl
CA2
CB1
CB2
CC1
cC2
CD1
CD2
CE1
CE2
ES1
ES2
ES3
HB1
HB2
HC1
HC2
HD1
HD2
HE1
HE2
LB1
LB2
LC1
LC2
LD1
LD2
LE1
LE2
PAl
PA2
PB1
PB2
PC1
PC2
PD1
PD2
PE1
PE2

RUG Rates Effective 10-01-2014

156.76
170.40
178.58
205.85
21541
189.49
203.13
22223
239.95
239.95
259.04
270.32
295.87
287.68
312.23
399.51
447.24
571.34
28223
336.77
284.95
340.87
301.32
361.32
32041
385.87
238.59
280.87
249.50
295.87
282.23
336.77
293.13
350.42
156.76
163.58
189.49
197.68
22223
233.13
257.68
27132
274.04
271.32

RHA
RHB
RHC
RHL
RHX
RLA
RLB
RLX
RMA
RMB
RMC
RML
RMX
RUA
RUB
RUC
RUL
RUX
RVA
RVB
RVC
RVL
RVX

281.00
319.19
354.65
450.11
504.66
195.18
302.92
406.56
240.65
292.47
311.56
424.75
462.93
396.69
474.43
474.43
612.17
625.80
351.09
352.45
407.00
499.73
557.02

Attachment C, I, Economic
Feasibility, 6



Tebla of Contonts

COMMUNITY HEALTH SYSTEMS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME

Year Ended December 31,
2014 2013 2012
(In milllpps, except shinre and per sbare datn)
Operating revenues (net of contractual allowences and discounts) $ 21,561 b 14,853 5 14747
Provision for bad debts 2,922 2,034 1,914
Net operating revenues 18,639 12,819 12,833
Operating costs and expenses:
Salaries and benefits 8,618 6,107 5,992
Supplies 2,862 1,975 1,953
Other operating expenses 4,322 2,818 2,807
Government settlement and related costs 101 102 —
Electronic health records incentive reimbursement (259) (162) (123)
Rent 434 279 264
Depreciation and amorntization 1,106 771 714
Amortization of software to be abandoned 75 — —
Total operating costs and expenses _ 17259 11,850 11,607
Incame from operations 1,380 929 1,226
Interest expense, net of interest income of $5, $3 and $3 m 2014, 2013 and 2012,
respectively 972 613 621
Loss from early extinguishment of debt 73 1 115
Equity in eamings of uncongolidated affiliates (48) 43) 42)
Impairment of long-lived assets 41 12 10
Income from continuing operations before income taxes 342 346 522
Provision for income taxes 82 104 164
Income from continwing operations 260 242 358
Discontinued operations, net of taxes:
Loss from opemations of entities sold or held for sale () (21) ¢F3)
Impaimment of hospitals sold orheld for sale (50 (4) -
Loss from discontinued operations, net of taxes (57 (25) (12)
Net income 203 217 346
Less Net income attributable to noncontrolling mterests 111 76 80
Net income attributable to Community Health Systems, Ing, stockholders $ 92 $ 141 $ 266
Basic earnings (loss) per share attributable to Commumity
Health Systems, Inc. common stockholders(1):
Continuing operations $ 133 5 1.80 $ 311
Discontinued operations 0.51) (0.27) (0.13)
Net income b3 0.82 5 1.52 $ 298
Diluted earnings (loss) per share atiributable to Community
Health Systems, Inc. common stockholders(1).
Continuing operations 8 132 § 1.77 § 309
Discontinued operations (0.51) (0.27) (013)
Net income § 0.82 b 1.51 3 296
e———NCRes
Weighted-uverage number of shares outstanding
Basic 111,579,088 92,633,332 89,242,949
Diluted 112,549,320 93,815.013 89,806,937

(1)  Totel per share amonnts may not add due to rounding.

See notes to the consolidated financial statements.

91
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Iabls of Contenis
COMMUNITY HEALTH SYSTEMS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Yaur Endid Detember 31,
2014 2013 w1z
(In mililons)
Net income § 203 5 217 3 346
Other comprehensive income (loss), net of income taxes:
Net change in fair value of interest rate swaps, net of tax 0f$7, $34 and $26 for the years ended
December 31,2014, 2013 and 2012, respectively 13 60 46
Net change in fair value of available-for-sale securities, net of tax — 2 3
Amortization and recognition of unrecognized pension cost components, net of tax (benefit) of $(9), $9
and $(3) for the years ended December 31,2014, 2013 and 2012, respectively 9) 16 (10)
Other comprehensive income 4 78 39
Comprehensive income 207 295 385
Less: Comprehensive income aftributable to noncontrolling interests 111 76 80
3 96 § 219 § 305

Comprehenaive income atiributable to Community Health Systems, Inc. stockholders

See notes to the consolidated fnancial statements.
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Table of Contents

COMMUNITY HEALTH SYSTEMS, INC, AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

ASBETS
Current azsets:
Cush and cash equivalents
Patient accounts receivebls, net of allowanes for doubtful sccomnts of $3,504 and 52,438 at December 31, 2014 and 2013, respectively
Supplics
Prepaid income {2xes
Defirred moome taxen
Prepeid expenses and taxes
Othe, ciirent eyacts (including esteir of houpitals held for ale of $38 and $40 st Decamber 31, 2014 and 2013, respectively)
Total cument £33ets
Property and eqiipment.
Land and improvemenis
Bunidings and improvements
Bquipment and fixtores
Propoty and equipment, gross
Less accumulated depreciation end amortization
Fiopexty and equipment, net
Goodwill
Other assets, pet of documulated amartization of 8827 and 8535 at December 31, 2014 and 2013 rewpectively (induding assets of hospitals held for sale of 390 and 394 at
Decenber 31, 2014 and 2013, respectively)
Total assels

LIABILITIES AND PQUITY
Curvent liadilities:
Cumrest matoritles of long-term debit
Accounts payable
Deferred income taxca
Accrued ligbilities:
Employee compennation
Interest
Other (ucluding lisbilities of b ls held for sale of $10 end $24 ai December 31, 2014 and 2013, respectively)
Tota) current ligbilities
Long-tesm debt
Deferred income taxey
Other long-team liabilities
Total tiabilities
Redesmuable noncunireiling inieevis in equity of wnsolldated subsidiaries
Commi, and ingencies (Note 16)
EQUITY
C ty Health Systems, Inc. stockholders” equity:
Preferred stock, $.01 per value per share, 100,000,000 sheres anthorized; nope jssued
Common gtock, $.01 per value per share, 300,000,000 sharcs authorized; 117,701,087 sharey insued snd 116,725,538 shares cutstanding at December 31, 2014, end 95,987,032
shencs {gsued and 95,011,483 sharey outstending st Decomber 31, 2013

Additional peid-in capital

Treasury stock, al cost, 975,549 sheres gt December 31, 2014 and 2013
A lated other compret locs

Retained earnings

Total Comnmnumity Henlth Systems, Inc stockholdem' equity
Noncontrolling interests in equity of consolidated subsidiaries

Tota! equity
Total Habilitles and equity

See notes to the consolidated financial staterments.
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December 31,
2014 2013
(In ndlKona,
exoept chave dnta)
1 509 5 M

3,409 2,313
557 mn

30 107

341 101

192 127
= 348
5,566 3,747
946 623
8.791 6,225
4,527 3,614
14,264 10,462
4,095 (A.411)
10,169 7,051
8,951 4,424
2,735 1,895
$27.421 517017
$ 235 5 167
1,293 949
n 3

955 690
227 12
856 531
3,589 2,458
16,681 9,286
845 906
1,692 977
22,807 13,627
331 338

1 1

2,095 1256
(0] Y]

(€3) (67)
1977 1,885
4,003 3,068
80 64
4,083 3,132
527,421 $ 11,117
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STATE OF TENNESSEE
DEPARTMENT OF HEALTH
OFFICE OF HEALTH LICENSURE AND REGULATION
EAST TENNESSEE REGION
7175 STRAWBERRY PLAINS PIKE, SUITE 103
KNOXVILLE, TENNESSEE 37914

December 2, 2014

Ms. Sara Lloyd, Administrator
Tennova Lafollette Health & Rehab Center

200 Torrey Road
Lafollette TN 37766

Re: 44-5115

Dear Ms. Lioyd:

The East Tennessee Regional Office of Health Care Facilities conducted a Health and
Life Safety recertification survey/complaint investigation on September 29 - October 1,
2014. An on-site revisit and desk review of the facilities plan of correction for the
deficiencies cited as a result of the survey was conducted on November 24 - 25, 2014,
Based on the on-site revisit and review, we are accepting your plan of correction and
your facility is in compliance with all participation requirements as of November 15,

2014.
If you have any questions concerning this letter, please contact our office at (865) 594-
9396.

Sincerely,

KMZAL;[[%?
Karen B. Kirby, R.N.

Regional Administrator
ETRO Health Care Facilities

KK:afl TN00033743
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F 000 | INITIAL COMMENTS F 000
A Recertification survey and complaint
investigation #33743, were completed on
September 29 through October 1, 2014, at
Tenrova LaFollette Health and Rehab Center. F
Deficiencies were cited related to complaint 225 K}I\;Zsaﬂt?:rgﬁg?\zgua:
investigation #33743 under CFR Part 483, S
' Requirements for Long Term Care Facilities. 1 .
F 225 | 483.13(c)(1)(iiii), (€)(2) - (4) Fazsl . 1. Event was reparted for resident 9/4/14
gs=p | INVESTIGATE/REPORT )
ALLEGATIONS/INDIVIDUALS 2. Allincidents reported through 10/1/14
The facility must not employ individuals who have ll'ilsic?e‘nr} sz(a):f:‘:f‘gewed- No other
beer. found guilty of abusing, neglecting, ol_l; ed.
mistreating residents by a court of law; or have . .
had a finding entered into the State nurse aide 3. QSSFSta"‘ Administrator or . 10/1/14
registry concerning abuse, neglect, mistreatment eSIﬁne?‘ “ﬂ” il s
of residents or misappropriation of their property, cﬁf’# 350 a kr'epo drtable events
and report any knowledge It has of actions by a ":.ﬂ wtgr ing hays of the event
court of law against an employee, which would S T(? ification of the event,
indicate unfitness for service as a nurse aide or ??_d'"g sure not to exclude
other facility staff to the State nurse aide registry olidays.
r licensing authorities. )
9 9 Tracking form will be utilized by 1111514
The facility must ensure that all alleged violations the Assistant Administrator or
involving mistreatment, neglect, or abuse, designee to include date of
including injuries of unknown source and - oceurrence and projected date of
misappropriation of resident property are reported reporting within guidelines.
immediately to the administrator of the facility and Findings will be reported by Asst.
to other officials in accordance with State law Administrator to QAP! team.
through established procedures (Including to the | ‘
State survey and certification agency)_ i 4. USIng the traCklng form, a log of 11/15/14
[ events will be created and
The facility must have evidence that all alleged ‘ monitored by the Assistant
violations are thoroughly investigated, and must Administrator or designee and
prevent further potential abuse while the i reported to the QAP team
investigation Is in progress. I quarterly for three quarters.
| |
TITLE (X6) DATE

ABORATORY DIRECTOR'S OR PROVIDER/SUPPLIER REPRESENTATIVE'S SIGNATURE

5
Hae 1. Upgli Oadutd o ,
\ny deficlency statement endirty with an asterisk (*) denotes a deficlency wich the institution may be excused from correcting providing it is determined that
sther safeguards provida sufficient protection to the patients. (See instructions.) Except for nursing homes, the findings stated above are disclosable 80 days
ollowing the date of survey whether or not a plan of correction is provided. For nursing homes, the above findings and pfans of correction are disclosable 14
lays following the date these documents are made available to the facility. 1f deficlencies are cited,

irogram participation,

an approved plan of correction Is requisite to continued
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F 225 | Coniinued From page 1 F 225
The resulits of all investigations must be reported
to the administrator or his designated
representative and to other officials in accordance
with State law (including to the State survey and
certification agency) within 5 working days of the
incident, and if the alleged violation is verified

appropriate corrective action must be taken.

This REQUIREMENT is not met as evidenced
by:
Based on medical record review, review of facifity
investigation, and interview, the facllity failed to
report allegations of abuse within five working
days to the State Survey and Certification Agency
in accordance with state law through established
procedures for one resident (#8) of four resideris

reviewed.
The findings included:

Resident #6 was admitted to theé facility on
December 14, 2013, with diagnoses including
Dlabetes, Cerebral Vascular Injury Diseases,
Hypertension, Senile and Presenile Organic
Psychotic Conditions, and Encephalopathy.

Medica! recard review of the Quarterly Minimum
Data Set (MDS) dated July 14, 2014, revealed a
brief interview mental status (BIMS) score of 2,
indicating severe cognitive impairment.

Review of a nurse's note written by Licensed
Practical Nurse (LPN) #1, dated August 27, 2014, \
at 7:00 p.m. - 7:30 p.m. revealed "...Was In
resident's room giving meds. Walked up to right
side of bed resident took my hand and kissed the
back of it. Holding hand with...right hand. No
Event ID: 7CC511
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F 225 | Continued From page 2 F 225
discoloration/bloed noted on thumb at this time..."

Review of a hand written statement by Certifiec
Nursing Assistant (CNA) #1 revealed "...On
August 27, 2014, at 10:00 p.m., when entering
the room of [Resident #8] | noticed right before |
turned the covers off...to check and turn [resliden],
[resident] was trying to hold [resident's] right
thumb with [own] left hand. [Resident] was facing
the deor on...left slde. Once | removed the covers
off [resident] | then saw that [resident’s] right
thumb was bruised from under...nail to...knuckle.
Also under [resident’s] nail was a red place as
if...got it stuck and it got squished. 1 then
covered...back up and got my nurse [LPN #1].
[LPN #1] then assessed...thumb asking if...could
bend it and put pressure on it but [resident]
couldn't understand the requests.  believe
[resident] had got...thumb stuck in between...bed
and rail...may of jerked it out, causing the bruise
on...right thumb. This bruise wasn't there on
earller rounds..." ’

Review of a nurse's note written by LPN #1, dated
August 27, 2014, at 10:00 p.m., revealed "...Right
thumb blue from base of thumb to knuckle with
small amount of blood noted at edge of
thumbnail. No other discoloration or blood noted.
Does not comprehend request to move or bend
thumb. Hand was lying beside head when CNA's
entered room. Will monitor..."

Review of a nurse's note written by Registered
Nurse (RN) #1, dated August 28, 2014, at 2:30
p.m., revealed "...Sleeping, no pain/distress
noted. No change in right thumb, continued

blue/bruised...” .

Review of a nurse's note written by RN #2 dated
Event ID: 7CC511 Fagility ID: TNO702 If continuation sheet Page 3 of 24
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August 28, 2014, at 9:30 a.m., revealed "...Right
thumb discolored and edematous - poor
aligrment, Resident will not allow right thumb to
be manipulated or repositioned..."

Review of a Physician's order dated August 28,
2014, revealed "...X-Ray Right Hand, attn.
[attention] to right thumb swollen and bruising..."

Review of a x-ray report dated August 28,2014,
revealed "...AP, lateral and oblique views how
generalized bony demineralization. There is ho
evidence of fracture, dislocation or bony
destruction..."

Review of a nurse's note dated August 28, 2014,
at 3:20 p.m., revealed "...Wedge cushion placed
between bed rail and mattress for personal
safety..."

Review of the care plan updated on August 29, -
2014, revealed "...Wedge cushion placed
between bed and side rail, family wants side rails
up - cue to safety..."

Review of the facility's investigation of the
gllegation of abuse revealed an occurrence date
of August 27, 2014. Further review of the
facility’sinvestigation of the allegation of abuse
revealed the facility had failed to report the
allegation until September 4, 2014, two days
autside the five day window for reporting.

Interview with the Assistant Administrator, on
October 1, 2014, at 2:30 p.m., in the sitting area
outside the Adminisirative offices confirmed the
facility had failed to report the allegation of abuse
to the Siate Suvey and Certification office within
five working days as required.
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F 280 | 483.20(d)(3), 483.10(k)(2) RIGHT TO F 280
88=D | PARTICIPATE PLANNING CARE-REVISE CP
‘ F 280 Right to Participate Planning Care-
The resident has the right, unless adjudged Revise CP '
incompetent or otherwise found to be
incapacitated under the laws of the State, to 1. Care Plan has been updated for 10/1/14
particlpatfe in planplng ¢are and treatment or resident #84 to reflect her change
charnges in care and treatment. in continence.
Qi f;:grggsggzgrﬁl:cﬂﬁqnpﬂﬁsh t:; g:g/eloped 2, XSI«]II resi::/?ts were reviewed 11/13/14
_ throu DS assessments to
comprehensive assessment; prepared by an detergﬁne whether the resident
interdisciplinary team, that includes the attending had a decline in bladder function.
physician, a registered nurse with responsibitity Residents who had a decline
for the resident, and other appropriate staff In were assessed and no potential
disclplines as determined by the resident's needs, for improvement was identified
and, to the extent practicable, the participation of )
the resident, the resident's family or the resident's
legal representative; and periodically reviewed 3. Audit tool was developed by 11/15/14
Iand revised by a team of qualified persons after Assistant Administrator to
each assessment. determine whether or not the
issue Is addressed on the care
plan and will be utilized by the
Case Manager.
ZS‘IS REQUIREMENT is not met as evidenced 4. A sample of Care Plans will be 11/15/14
Based on medical record review and interview, ::é%:taegsggnmaegtsst Of-?# a;tergh
the facility failed to revise a comprehensive care record will be sele c't (d et‘lotL;
plan for one resident (#84) of twenty-seven T agigesctediintitio
sl reviewed sample size of 20% of quarterly
. assessments is obtained.) The
: incl : case manager will perform an
The findings included audit of selected care plans and
Resident #84 was admitted to the facility on April | e pLE e C
1, 2014, with diagnoses including Congestive | indings will be analyzed and
Heart Failure, Osteoporosis, and Status Post rﬁported by the case manager to
Total Abdominal Hysterectomy. the QA team (a sub-committee of
| QAPI team) bi-monthly to ensure
Medical record review of the Admission Minimum ; _ _ [
Event ID:; 7GC&11 Facillty ID: TNO702 if continuation sheet Page 5 of 24
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F 280 | Continued From page 5 F 280 bladder reassessments and
Data Set (MDS) dated May 7, 2014, revealed toileting plans are compieted
resident always continent of bladder. Continued appropriately for six months. QA
medical record review of a Quarterly MDS dated team includes but not limited to:
July 8, 2014, revealed resident occasionally DON, ADON, MDS Coordinator,
incontinent of bladder. Case Management, and
Administration.
Interview with the MDS Coordinator on October 1, ,
2014, at 1:20 p.m., in the MDS office confirmed |
the facility had faited to revise the care plan to
reflect the change in continence. ‘
F 315 | 483.25(d) NO CATHETER, PREVENT UTI, F 315| F315 No Catheter, Prevent UT, Restore
ss=G | RESTORE BLADDER . Bladder
Based on the resident's comprehensive 1. Catheter was removed from  9/25/14
resident #85,

| and failed to complete a bladder re-assessment

assessment, the facility must ensure that a
resident who enters the facility without an
indwelling catheter is not catheterized unless the
resident’s clinical condition demonstrates that
catheterization was necessary; and a resident
who is incontinent of bladder receives appropriate
treatment and services to prevent urinary tract
infections and to restore as much normal bladder
function as possible.

This REQUIREMENT is not met aa evidenced
by:
Based on medical record review and interview,
the facility failed to remove an indwelling catheter
resulting in a Urinary Tract Infection requiring
antibiotic injections (Harm) for one resident (#85)

and develop an Individualized toileting plan for
one resident (#84) of twenty-seven residents

reviewsd,

The findings included:

Resident #84 was reassessed  11/9/14
in order to determine the need
for individualized toileting plan.

2. All residents were reviewed 11/12/14
through MDS assessments to
determine whether the
resident had a decline in
bladder function. Residents
who had a decline were
assessed and no potential for
improvement was identified.
Al resident with urinary
catheters were reviewed to
ensure justification.

3. Facility bladder training policy ~ 11/13/14
reviewed by DON and Medical
Director. Revisions include:
removing the catheter without
the initial clamping/un-

|

1

‘ORM CMS-2567(02-99) P-evious Versions Obsolete

Event iD; 7GC511

Facillty {D: TNQ702 It continuation sheet Page 6 of 24



DEPARTMENT OF HEALTH AND HUMAN SERVICES

PRINTED: 10/15/2014

FORM APPROVED

OMB NO. 0938-0391

CENTERS FOR MEDICARE & MEDICAID SERVICES
STATEMENT OF CEFICIENCIES (X1) PROVIDER/SUPPLIER/CLIA (X2) MULTIPLE CONSTRUCTION (X3) DATE SURVEY
AND PLAN OF CORRECTION IDENTIFICATION NUMBER: A BUILDING COMPLETED
445115 B. WING 10/01/2014
NAME OF PROVIDER OR SUPPLIER STREET ADDRESS, CITY, STATE, ZIP CODE :
200 TORREY ROAD
TE
NNOVA LAFOLLETTE HEALTH AND REHAB CENTER LAFOLLETTE, TN 37766
(X4) ID SUMMARY STATEMENT OF DEFICIENCIES o | PROVIDER'S PLAN OF CORRECTION {x5)
PREFIX (EACH DEFICIENCY MUST BE PRECEDED BY FULL PREFIX (EACH CORRECTIVE ACTION SHOULD BE COMPLETION
TAG REGULATORY OR LSC IDENTIFYING INFORMATION) TAG CROSS-REFERENCED TO THE APPROFPRIATE DATE
DEFICIENGY)
: |
F 315 | Continued From page 6 F 315 qlamplng process. If resident
Resdent #85 was admitted to the facility on May gg&l‘;te‘r’;fh et
22, 2013, with diagnoses including Vascular attempted. If resident is stll
Dementia with Depressive Features, Disruptive unablg to {toi d. Physician will
Behavior Disorder, History of Urinary Tract be contacted f’or fuyrther rders
Infections, and Chronic Renal (Kidney} Failure R ° '
with Anemia. which may include
clamping/un-clamping.
Medical record review of a urinalysis completec in .
the hospital Emergency Room on September 8. é" t?-:a{f wAere eQUtc:ageSTrle gbardmg e
2014, revealed the urine was negative for nitrates D?)Nea?\l;i :Sg"ha SAI IS0y
d! ) '
and leukocytes and a culture was not ordered Those staff members who were 11/15/14
Interview with the Assistant Director of Nursing in not present at butk meeting are
the conference room on October 1, 2014, at beigg educated by DON, ADON,
10:35 a.m., confrmed when a urinalysis did not or Supervisor.
indicate the presence of an infection, for examp'e New staff will be educated by
negative for nitrates and leukocytes, the DON, ADON, or designee during
laboratory did not culture the urine. orientation process.
Medical record review of the Physician's A current lis_t of regidents with 10/22/14
Admission Orders, dated September 17, 2014, catheters will continue to be
revealed, "Foley Catheter...Bladder Training” maintained and updated at each
nurse's station by unit clerk. List
Medical record review of a nursing note dated will be verified by licensed nursing
Septesmber 17, 2014, at 8:00 p.m., (the date the personnel. Catheter log will be
resident had been re-admitted from the hospital)’ verified for accuracy weekly and
revealed, "...bladder training to begin...9 AM and changes made as they occur.
written guidelines/schedule placed in room..."
The interdisciplinary care team 10/22/14
Medical record review of the rursing notes - (including but not limited to: MDS
revealed the bladder training was ongoing Coordinator, Case Management,
September 18, 19, and 20, 2014. Further review and Nursing Administration)
revealed no record of bladder training or meets weekly and reviews list of
notations concerning the indwelling urinary residents in the facility that have
catheter until September 23, 2014, when a urine catheters, including new
specimen was obtained.
Medical record review of a nursing note dated
September 25, 2014, revealed, "Foley catheter |
Event ID: 7CGC511 Facility ID: TNQ702 If continuation sheet Page 7 of 24
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F- 315 | Continued From page 7 resiplents. to determine
pag RigHls justification for the presence of

removed..."

Medical record review of a urine culture
completed September 25, 2014, obtained from
the indwelling catheter on September 23, 2014,
revealed the bacteria identified as Enterobacter
Cloacae and sensitive to Tobramycin (an
antibiotic known to be toxic to the kidneys).

Medical record review of a Physician’s order
dated September 25, 2014, revealed an order to
consult the pharmacy for antibiotic therapy.

Medical record review of a Physician's order
dated September 26, 2014, revealed,
"Tobramyein 160 mg (milligram) IM
(intramuscular) every 36 hours for § doses (80
mg ir: each hip/resulted in two injections for each
dose)." '

Interview with the Minimum Data Set (MDS)
Coordinator, in the conference raom on October
1, 2014, at 9:10 a.m., confirmed the resident had
a marked decline in the months of August and
September 2014. Continued interview confirmed
the resident did not have a history of an
indweliing urinary catheter and confirmed the
resident was treated for a Urinary Tract fection,
beginning August 14, 2014, with an oral antibiotic
and was treated for a second Urinary Tract
Infection with an intravenous antiblotic from
September 1-3, 2014. Further interview withe
MDS Ceordinator confirmed the bladder training
had begun on September 18, 2014, continued
September 19 and 20, 2014, without any further

mention of the tralning after September 20, 2014, |

Interview confirmed the catheter was removed
five days later on September 25, 2014.
Continued interview revealed the MDS

I
|

the catheter.

When a decline in bladder
function is noted as part of the
MDS assessment, a bladder re-
assessment will be completed
and toileting plan developed by
the MDS Coordinator as
appropriate. This will be
monitored by the Case Manager
ensure completion.

Interim Care Plan reviewed for
revision by DON to address the
presence of a catheter. The MDS
Coordinator will review the Interim
Care Plan with required
assessments to ensure they are
completed appropriately.

Catheter usage and UT!s will be
monitored using the infection
control culture reports monthly
and reported through the QAPI
team by the Assistant Director of
Nursing or designee for three
quarters.

A sample of Care Plans will be
selected from a list of quarterly
MDS assessments. (The fourth
record will be selected until the
sample size of 20% of quarterly:
assessments is obtained.) The

11/15/14

11/13/14

11/15/14

11/15/14
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Coordinator had been able to locate the schedule
for bladder fraining mentioned in the September
17, 2014, nursing note. Further interview
revealed the MDS Coordinator had brought a
blank form "Schedule For Bladder Training
Reslidents With Indwelling Catheters.” Interview,
as the bladder tralning schedule was reviewed,
confirmed the bladder training schedule was
ongcing for three days, followed by removal of the
catheter. Interview confirmied the resident's
catheter was not removed for five days after the
bladder training period was scheduled to end
resulting in a UTI requiring antibiotic injections
(Harm).

Interview by telephone with the resident's
attending physician on October 1, 2014, at 2:30
p.m., confirmed the presence of an indwelling
urinary catheter increased the likelihood of the
Urinary Tract Infection and the physician stated,
“That is why the admission order is there for
bladder training and removal of the catheter."

Resident #84 was admitted to the facllity on Apri!
1, 2014, with diagnoses including Congestive
Heart Failure, Osteoporosis, and Status Post
Total Abdominal Hysterectomy.

Medical record review of the Admission Mintmum
Data Set (MDS) dated May 7, 2014, revealed -
resident always continent of bladder. Continued
medical record review of a Quarterly MDS dated
July 8, 2014, revealed resident occasionally
incontinent of bladder.

interview with the Director of Nursing (DON) on
October 1, 2014, at 9:48 a.m., in the conference
room confirmed the facility had failed to attempt a

document on the audit tool.
Findings will be analyzed and
reported by the case manager to
the QA team (a sub-committee of
QAPI team) bi-monthly to ensure
bladder reassessments and
toifeting plans are completely
appropriately for six months. QA
team includes but not limited to:
DON, ADON, MDS Coordinator,
Case Management, and
Administration.
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bladder program after a decline in bladder
function. F323 Free of Accident
F 323 483.25(h) FREE OF ACC'DENT F 323 HazardS/Superv]sjon/DeviceS
ss8=p | HAZARDS/SUPERVISION/DEVICES
, 1. Device applied correctly for 9/29/14

The facility must ensure that the resident Resident #17.
environment remains as free of accident hazards
as is possible; and each resldent receives Supervision will be provided in 11/15/14
adequate supervision and assistance devices to dining room.
prevent accidents, ' '

2. There were three residents with 9/29/14
an order for this positioning
device. Resident #17 was the
. . . only resident affected. No other
g)r;ls REQUIREMENT is not iriet as evidenced residents were affectsd.

Based on medlcal record review, observation, . .
manufacturer's recommendation, and interview, ﬁg;fg:g;mi::rgnﬁag tt;‘: fhicd L
the facility failed to correctly apply a posturat g9

; ; . potentlal to be affected, however,

device for one resident (#117) of three residents no accidents occurred during this
reviewed; and failed to provide supervision in the acs! g
dining area of one of two dining areas observed. time,

The findings included: 3. All staff were educated regarding  10/29/14
the proper application of

Resident #117 was admitted to the facility on positioning devices and the need
February 22, 2013, with diagnoses including for supervision of residents
Senile and Presenile Psychotic Conditions, Senile eating in the dining room by DON
Dementia, and Hypertension. and ADON.

Those staff members that were 11/15/14

Review of the annual Minimum Data Set (MDS)
dated June 25, 2014, revealed needs extensive
assistance with activities of daily living with one
person physical assist, dressing extensive assist.
mobile device wheelchair.

Review of the Physician's Recaptiulation Orders
dated July 24, 2014, revealed postural device in

not present at butk meeting are
being educated by DON, ADON,
or Supervisor.

New staff will be educated by
DON, ADON, or deslgnee during
orientation process.

‘ORM CMS-2567(02-99) Previous Verslons Obsolete

Event ID; 7CC511

Facllity ID: TNQ702

If continuation sheet Page 10 of 24




DEPARTMENT OF HEALTH AND HUMAN SERVICES

CENTERS FOR MEDICARE & MEDICAID SERVICES

PRINTED: 10/15/2014
FORM APPROVED

OMB NO. 0938-0391

STATEMENT OF DEFICIENCIES

(X1) PROVIDER/SUPPLIER/CLIA

| (X2) MULTIPLE CONSTRUCTION

{X3) DATE SURVEY
COMPLETED

AND PLAN OF CORRECTION IDENTIFICATION NUMBER: HE——
445115 B. WING 10/01 12014‘
NAME OF PROVIDER OR SUPPLIER STREET ADDRESS, CITY, STATE, ZIP CODE
200 TORREY ROAD
TENNOVA LAFOLLETTE HEALTH AND REHAB CENTER LAFOLLETTE, TN 37766
(X4) ID SUMMARY STATEMENT OF DEFICIENGIES ID PROVIDER'S PLAN OF CORRECTION (X5)
PREFIX {(EACH DEFICIENCY MUST BE PRECEDED BY FULL PREFIX (EACH CORRECTIVE ACTION SHOULD BE COMPLETION
TAG REGULATORY OR LSC IDENTIFYING INFORMATION) TAG CROSS-REFERENGED 7O THE APPROPRIATE DATE
DEFICIENCY)
F 323 | Continued From page 10 F 323 '
wheelchalr pag 4. Postural device application will be  11/15/14
’ monitored by supervisory staff for
Observation on September 29, 2014, at 9:45 ?hn:&ogmiigf da%%::ntgglte?f(g;
a.m., revealed the resident sitting in a wheelchair i P ¥ L = y
with the postural harness device in place. ewcitlels art—:'no étlpp ! {:or;ec Y
Continued observation revealed the velcro was in wde dwlﬁ COI" muteh 0 énom or for an
| front of the resident resting on the abdomen area a & 0"'8 dmort; i upte'r_v 's,°'3' t
with the straps crossing over the chest area. staff Includes but is not limited to
‘nursing shift supervisors, MDS
Observation on September 29, 2014, at 11:30 Coordinator, Case Management,
a.m., in the hallway revealed the resident sitting in ADON, DON and/or
a wheelchalr with the postural harness device In Administration.
place. Continued observation revealed the velcio . .
closure was In the front of the resident resting on The Dining area will be monitored  11/15/14
the abdomen area. during breakfast, lunch, or dinner
meal times weekly by supervisory
Review of the manufacturer's recommendation staff for one quarter to ensure the
for application instructions revealed "...3. Bring dining area Is being supervised
appropriately. This information

the shoulder straps over the shoulder, and cross
them in an "X" behind the seat back. Secure the

shoulder straps to chest straps. Note: The hook
and [oop may be secured...or behind the patient

for assisted-release."

Interview with the MDS Coordinator on
September 29, 2014, at 1:45 p.m., in the hallway
confirmed the postural device was in place and
secure in the front of the resident. Continued
interview with the MDS CoordInator confirmed the
posturai device was not applied correctly per the
manufacturer's recommendation. Continued
interview revealed the resident did not get up out
of the wheelchair without assistance. J

Observation of the 300 hall dining area on
September 29, 2014, from 12:20 p.m., to 1:10
p.m., revealed a Certified Nurse Aide (CNA) #4

| passing trays to the residents in the dining-area |

will be documented on the

Supervisory monitor tool.

Audlt results will be taken to the
QAPI team meetings for three

quarters.
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and also passing trays on the 300 hall to
residents who eat In their rooms. Further
observation at 1:00 p.m, revealed CNA #3
entered the dining area with a resident and then

left the dining area.

Observation revealed there were 10 residents
present in the dining area, the first tray was
delivared at 12:40 p.m. and the second fray was
delivered at 12,41 p.m. The last tray was )
delivered at 1:03 p.m. by CNA#3 who entered the
dining area, set up the tray for the resident and
then left the dining area again.

Continued observation revealed CNA #1 passing
trays in the dining area and on the 300 hall from:
12:40 p.m. untll 1:05 p.m., and then sat down to
assist the resident who received the second tray.
Further observation revealed all other residents
had trays and were eating during this time without
a staff member continually present in the dining
area.

Observation on October 1, 2014, at 9:00 am., in .
the 300 dining area revealed one resident eating
in the dining area without staff present.

Interview with the Director of Nursing on October
1, 2014, at 9:00 a.m., outslde the 300 dining area
confirmed there was no staff member present in
the room and the resident was still eating.
Further interview confirmed the CNA's are "'not |

always in the dining area" during dining. |

F 325 483.25(i) MAINTAIN NUTRITION STATUS f F 325
$s=D | UNLESS UNAVOIDABLE

Based on a resident's comprehensive
assessment, the facility must ensure that a
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Fasloet = F 325 Maintain Nutrition Status Unless
(1) Maintains acceptable parameters of nutritional Unavoidable
status, such as body weight and protein levels,
unless the resident's clinical condition ; .
demonstrates that this is not possible; and 1. Resident #103 was discharged. 4/26/14
(2)“!;‘;:;9;;’3: iltherapeutlc diet when there is a 2. All residents with orders for 2 Cal  11/12/14
ot PSR have been reviewed.
3. Dietician will implement a 11/15/14
substitution protocol for when
. . . TwoCal supplement is
'tl";_as REQUIREMENT is not.me.t as évidenced unavallable. The Distician will be
Based on medical record review, observation, 2:223; tt;y\l\?hgle?\ll;ly ge{)iartrg?nt
and interview, the facility failed to ensure availabl i fwoarisin
nutritional supplements were administered for vailable.
one resident (#103) of three residents reviewed. S TEaBaioRTooe: 10/29/14
The findings included: substitutions, by DON at the bulk
| staff meeting.
Resident #103 was admitted to the facility on Those staff members not in 11/15/14
March 4, 2014, with diagnoses including attendance will be educated by
Depressive Disorder, Hypertension, Peripheral the DON or ADON.
Vascular Disease, Chronic Obstructive New associates will be educated
Pulmonary Disease and Severe Cervical Spinal by the DON, ADON and/or
Stenosis. The resldent was transferred to an designee during their orientation
acute care hospital on March 13, 2014, and period.
readmitted to the facility on March 21, 2014, witk 4. Dietician will audit th
. ! e 11/15/14
dismissal to home on April 26, 2014. administration of TwoCal to
Medical record review of the Minimum Data Set gg;g?;;’;::dbisr:“tl:‘t;o:vz':’tt?ﬁ;' Is
(MDS) revealed on the discharge assessment TwoCal is not available. This
dated April 26, 2014, the resident had a Brief information will be re o;'te din th
Interview Mental Status (BIMS) score of 13 out of QAP| meeting for thrge . ;t" s
15, indicating the resident was cognitively intact g quarters.
for daily decision making.
Medical record review of a Physiclan's Order
| dated March 25, 2014, at 1:40 p.m., revealed
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"TwoCal [dietary supplement] 2 oz [ounce] qid {4
times a day] /c [with] med [medications] pass per
MNT [Medical Nutrition Therapy] protocol.

Medical record review of the March 21, 2014,
through April 30, 2014, Medication Administraticn
Records (MARs) revealed the Two Cal was
administered ninety-nine times out of one
huncred twenty-three opportunities with one time
circled indicating the resident refused the
suppiement.

Interview with the interim Director of Nutrition
Services in the kitchen on October 1, 2014, at
9:55 a.m., confirmed a different Director was in
place at that time and has since terminated the
position along with an Assistant Director that also
terminated the position. The interim Director
revesled had only been in this positlon for
approximately four weeks and had been trying to
work out some problems with ordering
supplements. The interim Director did not know f
there was a problem with ordering and receiving
supplements during that time. Further interview
with the Director of Nutrition Services confirmed
the dietician had been consulted regarding the
Two Cal supplement and approval for Ensure to
be used instead of Two Cal when unavailable.

C/O #33743
483.25()) SUFFICIENT FLUID TO MAINTAIN

HYDRATION

The facility must provide each resident with
sufficient fluid intake to maintain proper hydration |

and health. |
|

|
|

F 325

F 327
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had not yet been served breakfast.

Medical record review of the Monthly Summary
dated July 29, 2014, revealed, "Mental Status:
Alert...Confused...Wanders...Eating Habits: Fair
Appetite...Feeds Self..."

Medical record review of the Monthly Summary |
dated August 31, 2014, revealed, "...lies in !
bed...withdrawn...doesn't respond

well.. Medications: Antidepressant and
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F 327 | Continued From page 14 F 327
This REQUIREMENT is not met as evidenced F 327 Sufficient Fluid to Maintain
by: Hydration
Based on medical record review, observation,
and interview, the facllity failed to malntain 1. Resident #85 no longer receives  9/16/14
hydration resulting in admission to the hospital diuretic. Licensed personal
with diagnoses including Severe Dehydration, continue {o observe resident for
Acute on Chronic Renal Failure, Hypernatremia any changss in condition and are
with Severe Electrolyte Abnormality (Harm) for monitoring po intake.
one resident (#85) of twenty-seven residents
reviewed. 2, List of residents receiving a 11/13/14
_ _ diuretic was obtained from
The findings included: pharmacy. Alf residents reviewed
. ‘ - for PO intake, along with any

Resident #85 was admitted to the facility on May other existing conditions that may
22, 2013, with diagnoses including Vascular predispose them to hydration
Dementia with Depressive Features, Disruptive problems. Physicians notified of
Behavior Disorder, and Chronic Renal Failure. results as appropriate.
QObservation on September 29, 2014, at 11:30 3. i
a.m., revealed the resident sleeping in bed. gg;lcggsat?gnﬁi: ?;;itr?gn?é of 1oz
Observation on September 30, 2014, at 8:15 &%c?érs]%mgs lt\c/)tgllnigfaisea partef
a.m., revealed the resident remained asleep in )

l the bed as residents were served breakfast trays. Staff were educated by DON 10/29/14
Interview with Licensed Practical Nurse (LPN #3), regarding the administration and
at the time of the observation confirmed the documentation of intake during
resident required full assistance to be fed and bulk inservice.

Those absent from bulk staff 11/15/14

meeting will be educated by DON,
ADON, or Supervisory staff.

New staff will be educated by
DON, ADON, or designee in
orientation period.
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F 327 | Continued From page 16 F 327 Oral Intake will be monitored by 11/15/14
Diuretic...unable to communicate needs due to licensed personnel during
| status change...refuses to eat...Has problems intake/output documentation
swallowing...” procedure and will notify
physician when there is a
Medical record review of the nursing notes significant decrease in oral intake
revealed the following: also noting the presence diuretic.
August 31, 2014, at 1:05 a.m., "...Very lethargic. Telephone orders will be 11/15/14
Responds when moved or turned. Will not reviewed at least twice weekly by
respond when spoken to...R.N. [Registered Interdisciplinary Care Team
Nurse] nofified.” consisting of but not limited to
MDS Coordinator, Case Manager,
August 31, 2014, at 10:36 a.m., "...Holding DON, ADON, Social Services,
everything in...mouth. Does not follow Administration for presence of IV
commands.” fluids or other orders which may
indicate there is a potential
August 31, 2014, at 6:15 p.m., revealed, "v.s, hydration problem. Medication
[vital signs] 102.8 {temperature] - 80 [puise] - 22 related concerns will be directly
[respirations] - 124/62 [blood pressure]...Dr. communicated to physician or
[name] notified...new orders...1 liter NS [normal pharmacy. Pharmacy will notify
saline] at 75 mi [milliliters] per hour..." nursing of any findings requiring
immediate intervention.
September 2, 2014, at 10:00 a.m,, revealed,
4. Findings from Pharmacy reviews  11/15/14

"Resident is total care.”

September 3, 2014, at 8:45 a.m., "Gave Tylenol
gr [grains] X [ten] for increased temp. to 100.5 ax.

[axillary].”

September 4, 2014, at 12:12 a.m., revealed,
"Finished ABT [antibiotic] therapy...Continues to

be very lethargic."

September 7, 2014, at 9:00 p.m., revealed,
"Resident had temp 102.4...Resident said...didn't

feeil good."

September 8, 2014, at 10:38 a.m., revealed, |
" ..Cont [continues] to be lethargic.” |

will be reported In quarterly QAPI
team meeting for three quarters.

DON or designee will randomly
audit the amount of PO fluid
intake by residents and document
findings on the Hydration Monitor
sheet and take to QAPI team
meeting for three quarters.
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Sepiember 8, 2014, at 11:00 a.m., revealed,
"Faxed MD [physician] concerning
resident...continues with temp and still won't

eat..."

Medical record review of the Intake Record for
August 2014 revealed the resident's Total Intake
for a twenty-four hour period was 240 ml
(milliiters) or equal to one cup of fluid on August
30 and 0 Intake on August 31, 2014. ‘

Medical record review of the Intake Record for
September 2014 revealed the following Total
Intake for each twenty-four hour period:

September & - 540 ml, equal to two and one

|. fourth cups;
' September 6 - 480 ml, equal to two cups,

September 7 - 180 ml, equal to three-fourths of
one cup; and

September 8 - 60 ml, equal to one-fourth of one
cup.

Medical record review of the medication
administration records for August through
September 7, 2014, revealed Lasix, a diuretic
{water plil), was given to the resident each

morning.

Interview with the Minimum Data Set (MDS)
Coordinator, in the conferenice room on October
1, 2014, at 9:10 a.m., confirmed the resident had
a marked decline in the months of August and -
September 2014, Interview confirmed the
resident was treated for a Urinary Tract Infection,
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F 327 | Continued From page 17 F 327
beginning August 14, 2014, with an oral antibictic
and was treated for a second Urlnary Tract
Infection with an intravenous antibiotic from
September 1-3, 2014. Continued interview
confirmed Speech Therapy evaluated the
resident on August 11, 2014, and treated the
resident at three meals each week due to
problems with pocketing and swallowing food.
Further Interview confirmed the following:

NAME OF PROVIDER OR SUPPLIER

The Physician was not contacted on August 30,
2014, when the intake equaled one cup of fluid;

The Nurses Note dated August 31, 2014, at 8:45
p.m.,.recorded the inltlation of one liter of Normal
Saline to infuse intravenous (IV), when the
resident had no Iintake of fluids, however, review
of the medical record revealed no record of the
total amount of L.V, fluids administered,

The Physician was not contacted on September
5, 6, or 7, 2014, when the oral intake decreased
each day, from 540 ml, to 480 mi, and 180 mi

and;

The diuretic medication Lasix continued to be
administered during and after the resident
recelved IV fluids for dehydration from August 31
- September 1, 2014, During interview, the MDS§
Coordinator stated, "The nurses needed to
contact the doctor and ask if the Lasix should be

continued.” .

Interview with the Assistant Director of Nursing, in
the conference room on October 1, 2014, at 158
p.m., confirmed the Physician "should have been
contacted about continuing the diuretic” when it
became difficult to maintain adequate fluld intake.

i
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Medical record review of the hospital physicians
History and Physical dated September 9, 2014,
revealed, "...In the ER (emergency room) the
patient was found to be severely dehydrated with
renal failure and pneumonia...having difficulty
swaliowing...Impression: 1, Left lower lobe
pneumonia, probably aspiration. 2. Acute on
Chronic Renal Failure. 3. Volume Depletion...7.
Hypernatremia with Severe Electrolyte
Abnormality..."

Interview by telephone with the resident's
attending physiclan on October 2, 2014, at 2:30
p.m., confirmed the facility's failure to stop the
administration of the diuretic contributed to the
severe Dehydration and Electrolyte Abnormality,
stating, "It should have been held."
483.25(m)(2) RESIDENTS FREE OF
SIGNIFICANT MED ERRORS

The facility must ensure that residents are free of
any significant medication errors.

This REQUIREMENT is not met as evidenced
by:

Based on medical record review and interview,
the facility failed to ensure one resident (#103)
was free of significant medication errors of
twenty-seven residents reviewed.

The findings included: |
|

Resident #103 was admitted to the facility on i
March 4, 2014, with diagnoses including Chronic |
Respiratory Fallure, Chest Walil Pain, Congestive

Heart Failure and Chronic Obstructive Puimonary |
Disease, and was dismissed to home on April 26, |

F 327

F 333

F333 Residents Free of Significant Med
Errors

1. Resident #103 was discharged.

2. At the time of the survey, three in-
house resldents had an order for
% tablet. Upon chart review, no
errors were discovered.

3. LPN administering whole tab
instead of half tab was counseled
by the DON regarding correct
dosage and the appropriate
standard of care.

Licensed personnel demonstrated
medication administration
competency through direct
observation, Competencies will
be done annually. DON, ADON,
and/or Supervisory Staff will
determine associate's

|

4/26/14

11/12/14

3/16/14

11/15/14

=)
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F 333 | Continued From page 19 F 333 competency validation based on
2014 demonstration and/or
. observation, During the
) ) . competency assessment, any
Medical record review of a Physician's order A y
ysician's or deviation from the standard of

sheet dated March 4, 2014, revealed an order for
Oxycodone-APAP (Percocet, a paln medication)
" ...Percocet 10/325 1 [one] tablet oral [by mouth]

care will be addressed

discussed.

immediately and the practice

every 6 hours as needed..."

4. Findings from medication 11/15/14
- competencies will be reported to

QAP! team by DON for three

quarters.

Medical record review of a Physician's order
sheet dated March 7, 2014, revealed " ...1/2 tab
or 1 tab [one half of a tablet {o a whole tablet], if
1/2 Is uneffective give other 1/2 after 30 min

[minutes)..."

Medical record review of a Physician's order
sheet dated March 8, 2014, revealed " ...Percocet
10/325- 1/2 tab q6h prn [every 6 hours as
needed] If 1/2 tab is not effective in 30 min-may
give remalning 1/2 tab..." "

Medical record review of the Controlled
Medication Record revealed a whoe tablet was
administered on March 10, 2014, at 4:40 p.m.,
March 11, 2014, at 5:35 a.m., and March 11,
2014, at 9:40 a.m.

Interview with Registered Nurse (RN #1) and RN
#2 on Octaber 1, 2014, at 8:15 a.m., in the 200
dining area confirmed when a controlled
substance was signed out on the Controlled
Medication Record, "1" was documented for a
whole pill and "%%" for a half pill and two nurses
sign that the other haif was wasted.

Interview with the Director of Nursing on October
1, 2014, at 2:15 p.m,, in the solarium confirmed &
whole plll was administered instead of the 1/2
tablet as ordered.

1
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F 371 483.35(i) Food Procure,
F 333 | Continued From page 20 F 337 Store/Prepare/Serve-Sanitary
C/O
E 371 483 ;ﬁss(?; :SOD PROCURE F 371 1. Beard covers were purchased 9/29/14
: ’ and made available with hair nets
S8=F | STORE/PREPARE/SERVE - SANITARY to all staff
The facility must - .
(1) Procure food from sources approved or g::ssgg';rg:nq;‘?;gﬁ:;“&ﬁz 9/29/14
considered satisfactory by Federal, State or local discarded
authorities; and IBCaNEaC,
(2) Store, prepare, distribute and serve food .
under sanitary conditions fnur:]s;zleag;r was cleaned 9/29/14
Stainless sies! table was 9/29/14

This REQUIREMENT is not met as evidenced
by:

Based on observation, interview, and facility
policy review, the facility failed to maintain proper
sanitation for food preparation equipment and
safe handling of food in the dietary department.

The findings included:

Observation with the inferim Director of Nutrition

Services on September 29, 2014, from 9:45 a.m.,
to 10:10 a.m., in the dietary department revealed

the following:

1. A male employee was in the kifchen area
without a hair net or beard cover.

2. One sheet pan of quesadillas was uncoveret
in the walk in freezer.

3. Astand alone fryer had a build up of greasy
debris on the outside of the fryer.

cleaned and sanitized.

Area around the fryer was swept 9/29/14
and mopped, outside of fryer
was cleaned.

Cool air vent aver tray line was 9/29/14
cleaned of dust and debris
immediately.

Uniform dress code stating that 9/29/14
long facial hair was reviewed
with staff.

Infection control policy. was 9/29/14
revlewed with staff, and staff

were Instructed to wear gloves at

all times when handling food.

2. All residents were reviewed and
no evidence of lliness related to
the deficient practice in the

ORM CMS-2567(02-99) Previous Verslons Obsolete Event ID: 7CC511

4. Astainiess steel table by the stove had a dietary department were
greasy build up. | identified.
§. French fries were on the floor under the stand
|
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Continued From page 21
alone fryer (French fries had not been served at
previous meal).

Interview with the interim Director of Nufrition
Services on September 29, 2014, from 9:45 a.m.,
to 10:10-a.m., in the dietary department,
confirmed the observations of the above.

Observation on September 29, 2014, at 11:40
a.m., with the interim Director of Nutrition
Services in the food serving area revealed a cool
air vent in the ceiling with dusty debris blowing air
downward adjacent to the steamer table with food
ready to be served,

Interview with the interim Director of Nutrition
Services in the food serving area on September
29, 2014, at 11:40 a.m., confirmed the cool alr
vent was blowing air downward and that dusty
debris was present.

Review of facility policy, Uniform Dress Code,
revised March 2011 revealed "...long facial hair
must be covered..."

Observation with the interim Director of Nutrition
Services on October 1, 2014, at 9:55 a.m,, in the
food preparation area revealed a cook stirring
pureed food In a pan with the bare hands.

interview with the interim Director of Nutrition
Services on October 1, 2014, at 9:55 a.m., in the
food preparation area confirmed the cook was
stirring a food product with bare hands and not
wearing gloves.

483.65 INFECTION CONTROL, PREVENT
SPREAD, LINENS

F 371

F 441

(X5)
COMPLETION
DATE

PROVIDER'S PLAN OF CORRECTION
(EACH CORRECTIVE AGTION SHQOULD BE
CROSS-REFERENGED TO THE APPROPRIATE
DEFICIENCY)

3. Dietary staff were educated 11/3/14

regarding the use of beard guards
and hair nets while in the kitchen
by Assistant Dietary Director.
Those who were absent are being
educated by Assistant Dietary
Director. New staff will be
educated regarding beard
guards/hair nets in department

orientation/tralning by Director or
designee.

11/15/14

Proper food handling and storage  11/3/14

policy was reviewed with dletary
staff by Assistant Dietary Director
including proper wrapping
technique to assure food remains
covered in storage.

Those who were absent are being
educated by Assistant Dietary
Director. New staff will be
educated about food handling
and storage policy in
departmental orientation/ tralning
by Director or designee.

11/15/14

Daily department cleaning 10/30/14

schedule was revised by
Assistant Dietary Director to
include equipment cleaning
frequency.
Education was conducted with
dietary staff regarding updated
cleaning schedule by Assistant
Dietary Director.
Those who were absent are being
educated by Assistant Dietary
Director. New staff will be

. educated in departmental
crientation/training.

11/3/14

11/15/14
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Education regarding the proper 11/3/14
F 441 | Coniinued From page 22 F 441 cleaning of food contact surfaces
The facility must establish and maintain an was conducted by Assistant
Infection Control Program designed to provide a Dietary Director.
safe, sanitary and comfortable environment and ,
to help prevent the development and transmission Those who were absent are being  11/15/14
N BOG AT IE & - et:lucated by Assistant Dietary
Director. New staff will be
(a) Infaction Control Program educated in departmental
The facility must establish an Infection Control orientation/training.
Program under which it -
(1) Investigates, controls, and prevents infectiors Areas around and under large 10/30/14
in the facility; equipment were added to daily
(2) Decides what procedures, such as isolatlon, cleaning schedule by Assistant
should be applied to an individual resident; and Dietary Director. '
(3) Maintains a record of incidents and correctivs Education was conducted with 11/3/14
actions related to infections. dietary staff regarding updated
cleaning schedule by Assistant
(b) Preventing Spread of Infection Dietary Director.
(1) When the Infection Control Program Those who ware_ahsent are being 11/15/14
determines that a resident needs isolation to educated by Assistant Dietary
prevent the spread of infection, the facility must Director. New staff will be
isolate the resident. educated in departmental
(2) The facility must prohibit employees with a orientationftraining.
communicable disease or infected skin lesions
from direct contact with residents or thelr food, if AC vents, both supply and 10/30/14
direct contact will transmit the disease. returns, were added to weekly
(3) The facility must require staff to wash their cleaning schedule for Inspection
hands after each direct resident contact for which by Assistant Dietary Director.
hand washing is Indicated by accepted Engineering staff will be .
professional practice, contacted by Assistant Director or
designee when inspection
(c) Linens concludes cleaning is needed.
Personnel must handle, store, process and Education was conducted with 11/3/14
transport linens so as to prevent the spread of dietary staff regarding updated
infection. cleaning schedule by Assistant
Dietary Director.
Those who were absent are being  11/15/14

|

|

|

|

!

This REQUIREMENT is not met as evidenced |
by: |
1
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Cortinued From page 23

Based on observation, facility policy review, ard
interview, the facility failed to ensure  staff used
proper infectlon control practices to prevent cross
contamination during the preparation of meal
trays for one of two residents observed during
meal services.

The findings included:

Observation on September 29, 2014 at 12:65
p.m. in the 200 halt day room revealed Certified
Nursing Aid (CNA #1), placed the resident's trav
in front of the resident, used the bare hand,
touched the resldent's sweet potato, pushed
resident’s wheelchair closer to the table, opened
silverware and, used knife to put butter on
residant's roll without sanitizing the hands.

Review of facility policy, Food Handling, revealed
"...Single use disposable gloves are worn while
serving food.,.Gloves are changed between

tasks..."

interview with the Director of Nursing (DON), in
the DON's office on October 1, 2014, at 1:20
p.m., confirmed "...| would expect the CNA to
wear disposable glioves whan handling the
resident's food...and should not handle with bare

hands..."

F 441

orientation/training.

4. All deficiencies will be monitored
by daily rounding of Assistant
Dietary Director or designee.
Findings will be included in
monthly department safety audit.
Safety audit will be reported to
QAPI team for three quarters.

F 441 Infection Control, Prevent Spread

1. Staff involved in deficient practice
educated regarding proper food
handling procedures.

2. Upon review of resident charts, it
was determined that no residents
were affected by this deficient
practice.

3. All staff were educated in regards
to proper tray passing and set-up
procedure including food handiing
by the DON,

Staff not attending bulk staff
meeting will be educated by the
DON, ADON, or supervisory staff.
New associates will be educated
by DON, ADON, or designee in
orientation period.

4. Assistant Director of Nursing or
designee will audit tray
passing/set-up procedures weekly
using audit tool and report

' findings in quarterly QAPI team
meeting for three quarters.
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ll N 000

N 000| Initial Comments

A Licensure survey and complaint investigation
#33743, were compieted on September 2¢
through October 1, 2014, at Tennova LaFollette
Health and Rehab Center. No deficiencies were
cited under Chapter 1200-8-6, Standards for

Nursing Homes.
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K 033 | NFPA 101 LIFE SAFETY CODE STANDARD K 033| K033 NFPA 101 Life Safety Code
88=D Standard
Exit components (such as stairways) are
enclosed with construction having a fire ] 1. Penetrations wili be sealed. 11 /j 5/14
resistance rating of at least one hour, are
arranged to provide a continuous path of escape, 2. Residents on the 3" floor have
and. provide protection agalinst fire or smoke from the potential to be affected.
other parts of the building, 8.2.5.2, 19.3.1.1
3. Ceilings will be inspected for 11/15/14
penetrations through monthly -
rounds.
_ _ . 4. Engineering associates will ' 11/15/14
This STANDARD is not met as evidenced by: randomly check for penetrations |
Based on observation and interview, the facility during and after any above ceiling
falled to maintain stairweils from protection i profect work.
against fire or smoke from other parts of the !
building. |
The findings include:
Observation and interview with the maintenance
director on October 1, 2014 at 2:10 p.m.
confirmed 2 penetrations in the stajrwell by the
elevator on the 3rd floor.
(NFPA 101, 7.1.3.2.1)
‘This finding was verified by the maintenance '
director and acknowledged by the assistant
administrator during the exit conference on JJ
October 1st, 2014.
K 038 | NFPA 101 LIFE SAFETY CODE STANDARD [ K 038
S8=D : ]
Exit access is arranged so that exits are readily
‘| accessible at all times in accordance with section |
7.1, 19.21 [
|
|
| |
TITLE (XX6) DATE

ORATORY DIRECTOR'S OR PROVIDER/SUPPLIER REPRESENTATIVE'S SIGNATURE

M nasubilr

Ssane W oXond Vot
deficlency statement ending with an asterisk (*) denotes a deficlency which the insflitution may be excused from oorrecting providing it is determined that

r safeguards provide sufficient protection to the patients, (See instructions.) Except for nursing homes, the findings stated above are disclosable 90 days
wing the date of survey whether or not a plan of correction Is provided. Far nursing homes, the above findings and plans of correction are disclosable 14
1 following the date these documents are made avallable 1o the facility. [f deficiencles are clted, an approved-plan of correction is requisite 1o continued

ram participation.
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K 038 | Continued From page 1 K 038{ K038 NFPA 101 Life Safety Code
. Standard
This STANDARD is not met as evidenced by: .
Based on observation, testing and interview, the 1. Solarium door was made 10/21/14
facility failed to have exit access readily operational.
accessible at all times.
2. All residents and visitors using the
The findings include: solarium had the potential to be
affected.
Observation, testing and interview with the
maintenance diréctor on October 1, 2014 at 8:30 3. Security/Engineering associates | 11/15/14
a.m. confirmed the emergency exit door in the wili test Sofarium doors weekly to
dining room located by the main entrance woulc ensure door/locks are functioning
not open' properly.
(NFPA 101, Chapter 7)
4. Engineering associates will add to | 11/15/14
This finding was verified by the maintenance Environment of Care monthly
director and acknowledged by the assistant rounding.
administrator during the exit conference on
October 1st, 2014.
K 069 | NFPA 101 LIFE SAFETY CODE STANDARD K 068| K069 NFPA 101 Life Safety Code
S§S8=E Standard '
Cooking facilities are profected in accordance
with 9.2.3. 19.3.2.6, NFPA 96 1. Current fans and roof were 10/3/14
cleaned.
This STANDARD is not met as evidenced by: 2. All residents have to potential fo
Based on observatlon and interview, it was be affected.’
determined that the facility failed to maintain the
kitchen exhaust fan in a safe.manner for 3. Current exhaust fans will be 11/15/14
maintenance and grease accumulation.’ replaced with hinged upblast
The findings include: exiaustifans:
. s 4. Upblast exhaust fans will be 11/15/14
1. Observation and interview with the . placed on monthly preventive
maintenance director and phone interview with | maintenance Inspections
the service contractor on October 1, 2014 at 1:50 | :
p.m. confirmed 2 of 2 exhaust fans are not i
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K 069 | Continued From page 2
appropriately. Interview with the service
contractor revealed that once a year the exhaust
fans are removed for cleaning but the other time
of cleaning the fan is left in place and is cleaned
by pressure washing from the kitchen hood up fo
the top of the exhaust fans. £

2. Observation and interview with the
maintenance director on October 1, 2014 at 1:50
p.m. revealed an excessive ‘accumulation of
grease on the roof underneath the exhaust fan.
The maintenance director revealed that the
grease accumulation on the roof would cause

damage to the rubber roof.

(NFPA 96)

These findings were verified by the maintenance
director and acknowledged by the assistant
administrator during the exit conference an
Octaber 1st, 2014.

K 072 | NFPA 101 LIFE SAFETY CODE STANDARD
§8=D
Means of egress are continuously maintained free
of ali obstructions or impediments to full instant
use in the case of fire or other emergency. No
furnishings, decorations, or other objects obstruct
.exlts, access to, egress from, or visibility of exits.

7.1.10

This STANDARD is not met as evidenced by:
Based on observation and interview, the facility
failed to maintain the means of egress free from

obstructions or impediments.

The findings include: |

K 072 NFPA 101 Life Safety Code
Standard

1. Corridors were cleared. 10/1/14

2. Al residents haye the potential to |
be affected. l

3. Staff will be educated not to store 11/15/14
items in hallways and the ' _
appropriate storage areas for
equipment that is not in use
including new staff in orientatlon
period.

[ 4. Supervisory staff or designee will 11/15/14
! randomly.monitor hallways to

k ensure they are free from

obstructions. |
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K 072 } Conitnued From page 3 K072
Obsarvation and interview with the maintenancs
director on October 1, 2014 between 11:25 a.m.
and 2:30 p.m. confirmed the corridors by rooms
275 and 289 had clean linen carts and lifts storad
in these areas.
(NFPA 101, 7.1.10.1)
This finding was verified by the maintenance
director and acknowledged by the assistant
administrator during the exit conference on
October 1st, 2014.
K 147 | NFPA 101 LIFE SAFETY CODE STANDARD K147| K147 NFPA 101 Life Safety Code
88=D Standard
Electrical wiring and equipment Is in accordance
with NFPA 70, National Electrical Code. 2.1.2 1. Damaged receptacle between . 10/1/14
rooms 356 and 358 was replaced.
. . Receptacles in rooms 363 and 11/15/14
This STANDARD Is not met as evidenced by: 367 will be replaced.
Based on observation, Interview and testing, it
was determined that the facility failed to Install 2. Residents on the third floor have
electrical wiring and equipment in accordance the potential to be affected.
with the Natlonal Electrical Code. _
. . ) 3. Engineering associates will 11/15/14
The findings include: perform an electrical safety test
i o les i
Observation, interview and testing with the arr:nrsgﬁf faviesiin'paiicntianeas
maintenance director on October 1, 2014 at.10:25 7
a.m. confirmed an "open ground" in room 363 at . Inas from trical safet 11/15/14 1
B bed and 367 at both A and B beds. Adamaged * ﬂ?ﬁé%gfvm%e it i
receplacle was found in the corridor between safety committee upon
rooms 356 and 358. completion
(NFPA 70) o
This finding was verified by the maintenance
director and acknowledged by the assistant
administrator during the exit conference on |

]
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| Octcber 1, 2014.
|
i
I
|
I
I
|
J
|
|
|
i
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N 831 1200-8-6-.08 (1) Building Standards N 831
SS=E N831 1200-8-6-.08 (1) Building Standards
(1) A nursing heme shall construct, arrange, and . .
maintain the condition of the physical plant and 1. Current fans and roof were 10/3/14
the overall nursing home environment in such a cleaned. o

manner that the safety and well-being of the

residents are assured. 2. Allresidents have to potential to

be affected. _
3. Current exhaust fans will be 11/15/14
o . ' replaced with hinged upblast
This Rule is not met as evidenced by: exhaust fans.
Based on observation and Interview it was
determined the facility failed to provide fire 4, Upblast exhaust fans will be 11/15/14
protection by the elimination of fire hazards. placed on a monthly preventive

maintenance inspections
The findings include: p

Observation and interview with the maintenance
director on October 1, 2014 at 1:50 p.m. revealed
an excessive accumulation of grease on the roof
underneath the exhaust fans which creates a fire
hazard. The maintenance director revealed that
the grease accumulation on the roof would also
cause damage to the rubber roof.

(Reference tag K69)

This finding was verified by the maintenance
director and acknowledged by the assistant
administrator during the exit conference on

October 1st, 2014.

ision of Health Care Facilities
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AFFIDAVIT

STATE OF TENNESSEE

COUNTY OF CAMPBELL

ﬂ” VALD m Al a'f ~ , being first duly sworn, says that he/she is the
applicant named in this application or his/her/its lawful agent, that this project will be completed in

accordance with the application, that the applicant has read the directions to this application, the Rules
of the Health Services and Development Agency, and T.C.A. § 68-11-1601, et seq., and that the

responses to this application or any other questions deemed appropriate by the Health Services and

Development Agency are true and complete.
W D

SIGNATURE/TITLE

Sworn to and subscribed before me, a Notary Public in and for Campbell County Tennessee, this _\ﬁ‘

dayof_§ W\ AQ/ ,2015

NO Y PUBLIC

My commission expires q h 25 y m

(Montl/Day) (Year)




State of Tennessee

Health Services and Development Agency
Andrew Jackson, 9™ Floor, 502 Deaderick Street, Nashville, TN 37243
www.tn.gov/hsda Phone: 615-741-2364 Fax: 615-741-9884

June 1, 2015

Jerry W. Taylor, Esq.

Burr & Forman LLP

511 Union Street Suite 2300
Lafollette, TN 37766

RE: Certificate of Need Application -- Tennova LaFollete Health and Rehabilitation Center-

CN1505-021

A 98 licensed bed nursing home owned by Campbell County HMA, LLC, a Tennessee limited liability
company that is a wholly owned subsidiary of Community Health Systems, Inc., seeks approval to renovate
approximately 26,350 of the existing 35,317 square foot facility at a construction cost in excess of $2 million.
The project focuses on cosmetic finishes, changes to nurses stations, patient day rooms and patient dining
areas of the building and does not involve changes to any existing services or the licensed bed complement.
The project cost is $3,202,188.75.

Dear Mr. Taylor:

This is to acknowledge the receipt of supplemental information to your application for a
Certificate of Need. Please be advised that your application is now considered to be complete by
this office.

Your application is being forwarded to Trent Sansing at the Tennessee Department of Health for
Certificate of Need review by the Division of Policy, Planning and Assessment. You may be
contacted by Mr. Sansing or someone from his office for additional clarification while the
application is under review by the Department. Mr. Sansing’s contact information is
Trent.Sansing@tn.gov or 615-253-4702.

In accordance with Tennessee Code Annotated, §68-11-1601, et seq., as amended by Public
Chapter 780, the 60-day review cycle for this project will begin on June 1, 2015. The first 60 days
of the cycle are assigned to the Department of Health, during which time a public hearing may be
held on your application. You will be contacted by a representative from this Agency to establish
the date, time and place of the hearing should one be requested. At the end of the 60-day period, a
written report from the Department of Health or its representative will be forwarded to this office
for Agency review within the 30-day period immediately following. You will receive a copy of
their findings. The Health Services and Development Agency will review your application on
August 26, 2015.



Jerry W. Taylor, Esq.
June 1, 2015
Page 2

Any communication regarding projects under consideration by the Health Services and
Development Agency shall be in accordance with T.C.A. § 68-11-1607(d):

6) No communications are permitted with the members of the agency once the Letter of
Intent initiating the application process is filed with the agency. Communications
between agency members and agency staff shall not be prohibited. Any
communication received by an agency member from a person unrelated to the
applicant or party opposing the application shall be reported to the Executive Director
and a written summary of such communication shall be made part of the certificate of
need file.

@) All communications between the contact person or legal counsel for the applicant and
the Executive Director or agency staff after an application is deemed complete and
placed in the review cycle are prohibited unless submitted in writing or confirmed in
writing and made part of the certificate of need application file. Communications for
the purposes of clarification of facts and issues that may arise after an application has
been deemed complete and initiated by the Executive Director or agency staff are not
prohibited.

Should you have questions or require additional information, please contact me.

Sincerely,

| N\ T YRS ¥

Melanie M. Hill
Executive Director

cc: Trent Sansing, TDH/Health Statistics, PPA



State of Tennessee

Health Services and Development Agency
Andrew Jackson, g™ Floor, 502 Deaderick Street, Nashville, TN 37243
www.tn.gov/hsda Phone: 615-741-2364 Fax: 615-741-9884

MEMORANDUM

TO: Trent Sansing, CON Director
Office of Policy, Planning and Assessment
Division of Health Statistics
Andrew Johnson Tower, 2nd Floor
710 James Robertson Parkway
Nashville, Tennessee 37243

INSRSS

FROM: Melanie M. Hill
Executive Director

DATE: June 1, 2015

RE: Certificate of Need Application

Tennova Lafollete Health and Rehab - CN1505-021

Please find enclosed an application for a Certificate of Need for the above-referenced project.

This application has undergone initial review by this office and has been deemed complete. It is
being forwarded to your agency for a 60-day review period to begin on June 1, 2015 and end on
August 1, 2015.

Should there be any questions regarding this application or the review cycle, please contact this
office.

Enclosure

cc: Jerry W. Taylor, Esq.



LETTER OF INTENT
TENNESSEE HEALTH SERVICES AND DEVELOPMENT AGENCY

The Publication of Intent is to be published in the Knoxville News Sentinel, a newspaper of
general circulation in Campbell County, Tennessee, on or before May 10, 2015 for one day.

This is to provide official notice to the Health Services and Development Agency and all
interested parties, in accordance with T.C.A. § 68-11-1601 et seq., and the Rules of the
Health Services and Development Agency, that Tennova LaFollette Health and Rehab
Center, owned and managed by Campbell County HMA, LLC, a Tennessee limited liability
company, intends to file an application for a Certificate of Need for the approval of a nursing
home modification project with a cost in excess of $2 million. The project will entail the
renovation of approximately 26,350 square feet of space of the 35,317 square foot facility.
The renovation will be "light" renovation, consisting of cosmetic improvements and updates,
new furnishings and other aesthetic improvements. The facility is located at 200 Torrey
Road, LaFollette, Campbell County Tennessee. It is licensed as a nursing home by the
Tennessee Board for Licensing Health Care Facilities. No changes to the number or types
of licensed beds, changes in the services provided by the facility, or major medical
equipment are involved in this project. The estimated project cost is not to exceed
$3,250,000.

The anticipated date of filing the application is May 15, 2015.

The contact person for this project is Jerry W. Taylor, Attorney, who may be reached at: Burr
& Forman, LLP, 511 Union Street, Suite 2300, Nashville, Tennessee 37219, 615-724-3247,
itaylor@burr.com.

//VT/%/‘/ S-5-/5

/ Signéture / Date

The published Letter of Intent contains the following statement pursuant to T.C.A. § 68-11-
1607(c)(1). (At) Any health care institution wishing to oppose a Certificate of Need
application must file a written notice with the Health Services and Development Agency no
later than fifteen (15) days before the regularly scheduled Health Services and Development
Agency meeting at which the application is originally scheduled; and (B) Any other person
wishing to oppose the application must file written objection with the Health Services and
Development Agency at or prior to the consideration of the application by the Agency.

23952265 v1
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.1 May 29, 2015
('l 9:39 am

SECOND SUPPLEMENTAL RESPONSES

CERTIFICATE OF NEED APPLICATION

FOR

TENNOVA LAFOLLETTE HEALTH & REHAB CENTER

Project No. CN1505-021

Renovation of Skilled Nursing Facility

Campbell County, Tennessee

May 29, 2015

Contact Person:

Jerry W, Taylor, Esq.
Burr & Forman, LLP
511 Union Street, Suite 2300
Nashville, Tennessee 37219
615-724-3247




SUPPLEMENTAL #2

Second Supplemental Responses May 29, 2015
Tennova LaFollette Health & Rehab Center, CN1505-021
Page | 9:39 am

1. Section B, Project Description, Item III (Plot Plan)

The Google Map containing a satellite image of the site is noted. Please note the
following questions:

(a)Please explain what the arrow to the far left of the image is pointing to.

That arrow points to the driveway to the Health & Rehab Center (at that particular point,
the driveway is obscured by tress). The arrows behind it point to the roadway to the
driveway to the Health and Rehab Center. These are marked on the attached plot plan.
(b)Since no other plot plan drawing is available, please trace or outline the nursing
home and hospital buildings in the satellite image using a highlighter with contrasting
color. Please also add an arrow showing the main entrance of the hospital.

A plot plan with the hospital highlighted in pink and the Health and Rehab Center
highlighted in blue, each of which are outlined in black marker, is attached.

24269164 vl
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SUPPLEMENTAL #2
May. 29, 2015
9:39'am

2. Section C, Need, Item S

The utilization table provided in the response to highlight utilization by level of care
classifications is noted. Of the 3 existing facilities, review of the Final published 2013
JAR revealed that Beech Tree Manor reported a Medicare SNF average daily census
(ADC) of approximately 8.6 patients per day in lieu of the 14.6 patients per day
shown in the table. As a result, it appears that the combined average Medicare SNF
utilization may be lower than shown for 2013. Please review the provider 2013 JAR to
confirm this finding and submit a revised table.

The SNF ADC for Beech Tree Manor was incorrectly recorded in the table, which also
made the total SNF ADC incorrect. A revised table is included below:

Service Area Nursing Home Utilization -- Most Recent JAR

Facility Licensed | SNF SNF Other | SNF Level 2 NF Total

Beds Beds- Beds- Lic. Medicare | Medicaid | ADC ADC

Medicare | Medicare/ | Beds ADC ADC
Medicaid

Beech Tree
Manor 110 0 110 0 8.6 1.0 78.6 88.2
Cumberland
Village 182 0 182 0 37.8 5.9 119.7 | 163.4
Tennova
LaFollette 98 0 98 0 11.2 5.4 68.2 85.3
Total 390 0 390 0 57.6 12.3 266.5 | 336.9

The response with table labeled “Service Area Patient Accommodation Mix-Most
Recent JAR Period” is noted. It appears that private beds account fall in a range of
5% to 8% of the total licensed bed complement in Campbell County. Given the
applicant’s declining bed occupancy between 2011-2013 was any consideration given
to increasing the mix of private rooms as a strategy to help position itself as the
preferred choice in the market and improve bed occupancy going forward? Please
clarify.

If a resident desires a private room and one is not available, and if the current census
allows, that patient is placed in a semi-private room without a roommate, thus making ita
de facto private room.

The only other options to provide more full-time private rooms would be to: (1) de-license
beds, or (2) construct additional space to house more private rooms. Neither of these
options are deemed to be desirable or feasible at this time.

3. Section C, Economic Feasibility, Item 2

The response indicates that CHS has approximately $222 million of cash to fund
operations of Community Health Systems within the $509 million cash and cash
equivalents noted in the Consolidated Balance Sheet as of December 31, 2014. The
response also states that another $855 million of borrowing capacity is available from

24269164 v1



SUPPLEMENTAL #2
May 29, 2015
9:39 am

a $10 billion revolving line of credit. Where is the entry for the $10 billion reflected
in the Consolidated Balance Sheet for the applicant’s parent company?

The line of credit is $1 billion, not $10 billion (stated as a $1,000 Million in the funding
letter). Available but undrawn amounts of a line of credit are not reflected on a balance
sheet. We were unable to determine by the filing deadline the amount, if any, that has
been drawn down on this line of credit, but it is thought to be very little. Any drawn
amounts would be included in long term debt on the balance sheet.

4. Section C, Economic Feasibility, Item 4 (Historical Data Chart)

With respect to the questions about management fees and Net Operating Income of
approximately $8 million and $7 million, respectively, where are these amounts
included in the copy of the parent company’s “Consolidated Statements of Income”
in the application attachment?

Both the management fees and the operating incomes would be included in "income from
continuing operations" in the income statement.

24269164 v1
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Mayigs, 2015
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R

AFFIDAVIT

STATE OF TENNESSEE

COUNTY OF DAVIDSON

NAME OF FACILITY: TENNOVA LAFOLLETTE HEALTH & REHAB CENTER

I, Jerry W. Taylor, after first being duly sworn, state under oath that I am the applicant named in
this Certificate of Need application or the lawful agent thereof, that I have reviewed all of the

supplemental information submitted herewith, and that it is true, accurate, and complete.

LY g

E}‘(”’yﬁ //f’?z‘a raes

Sworn to and subscribed before me, a Notary Public, this the2 day of May, 2015, witness

my hand at office in the County of Davidson, State of Tennessee.

My commission expires 5' ’( — | 7

24227067 v1
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SUPPLEMENTAL RESPONSES

CERTIFICATE OF NEED APPLICATION
FOR

TENNOVA LAFOLLETTE HEALTH & REHAB CENTER

Renovation of Skilled Nursing Facility

Campbell County, Tennessee

May 26, 2015

Contact Person:

Jerry W. Taylor, Esq.
Burr & Forman, LLP
511 Union Street, Suite 2300
Nashville, Tennessee 37219
615-724-3247




SUPPLEMENTAL #1

Supplemental Responses May 26, 2015
Tennova LaFollette Health & Rehab Center 1:55 am '
CN1505-021

Page 1

1. Applicant Profile, Item 4

The ownership by Campbell County HMA, LLC, a wholly owned indirect subsidiary
of Community Health Systems (CHS), is noted. Please provide an organizational chart
showing the relationship between the parties. In your response, please also provide
the names, addresses and # licensed beds of nursing homes owned and/or operated by
CHS in Tennessee.

The ownership structure is reflected on the document following this response.

Other Tennessee nursing facilities owned by Community Health Systems affiliates are
reflected below:

Facility County State 1\];(:; d(;f
1 | Tennova LaFollette Health & Rehab Center Campbell TN 98
2 | Tennova Newport Convalescent Center Cocke TN 56
Physicians Regional Medical Center Knox TN 25

24218241 vl
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CAMPBELL COUNTY HMA, LLC
OWNERSHIP INFORMATION

Name of Entity: Campbell County HMA, LLC, a TN ltd. liability co. (EIN: 45-2528273)
d/b/a Tennova Healthcare — LaFollette Medical Center
Corporate Address: 4000 Meridian Blvd., Franklin, TN 37067

Whose sole member is:
Knoxville HMA Holdings, LLC, a TN Itd. liability co. (EIN: 45-2528116)
4000 Meridian Blvd., Franklin, TN 37067

Whose sole member is:
Tennessee HMA Holdings, LP, a DE Itd. partnership (EIN: 46-1750499)
4000 Meridian Blvd., Franklin, TN 37067

The partners of Tennessee HMA Holdings, LP are:
Hospital Management Services of Florida, LP, a FL Itd. partnership (EIN: 20-5917647) (99%)
Health Management General Partner, LL.C, a DE lItd. liability co. (EIN: 46-1690736) (1%)
4000 Meridian Blvd., Franklin, TN 37067

The members of Hospital Management Services of Florida, LP (above) are:
Health Management Associates, LP, a DE Itd. partnership (27-1601497)(99%)
HMA Services GP, LL.C, a DE ltd. liability co. (46-1707507)(1%)
4000 Meridian Blvd., Franklin, TN 37067

The partners of Health Management Associates, LP (above) are:
Health Management General Partner, LLC, a DE Itd. liability co. (46-1690736) (1%)
Health Management Associates, Inc., a DE corporation (61-0963645) (99%)
4000 Meridian Blvd., Franklin, TN 37067

Health Management Associates, Inc. (above). is wholly owned by:
CHS/Community Health Systems, Inc., a DE corporation (EIN: 76-0137985)
4000 Meridian Blvd., Franklin, TN 37067

Which is wholly owned by:
Community Health Systems, Inc., a DE corporation (EIN: 13-3893191)
a publicly traded company, trading under the symbol of “CYH” on the NYSE
4000 Meridian Blvd., Franklin, TN 37067

24229672 vl
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2. Applicant Profile, Item 6, Legal Interest in Site

The assignment in 2011 of the original April 2000 lease agreement from Mercy Health
Partners, Inc. to Campbell County HMA, LLC is noted. It is unclear how the $6,803
annual lease amount in the Projected Data Chart is consistent with the amount and
terms of the schedule on pages 12 -13 of the lease document. Please clarify such that
the applicant’s lease obligations can be fully appreciated.

The "Rent” entry on the Projected Data Chart represents equipment rentals, such as wound
vac rental, copier rental, etc., and does not represent building lease amounts. The latter is
rolled up into the overall hospitals books. From a financial perspective, the Heath and
Rehab Center operates as a department of the hospital. Lease costs are not separately
allocated to the Health and Rehab Center.

3. Section B. Project Description, Item 1 and Section B, Project Description, Items
II.A and IL.B

Item I - given the lease assignment documentation, it appears that ownership changed
in 2011, Please provide an overview with timeline of changes from original to current
ownership.

2011: The hospital and nursing facility were acquired by Health Management
Associates (HMA).

2013: HMA and its affiliates and facilities were acquired by CHS/Community Health
Systems, Inc.

Item II.A- Please provide a description with timeline of any prior key physical plant
projects since 98 bed nursing facility opened.

The facility was acquired by the applicant in 2013. It is the applicant's understanding the
following is correct:

1968 — The 50-bed Nursing Home was opened.
1979 — An additional 48-beds were added to the facility.
2004 — The facility installed a sprinkler system throughout the facility.

Of The CHS nursing homes owned or operated by CHS in TN, what major
construction or renovation projects has CMS sponsored in amounts over $2 million?

CHS/Community Health Systems Inc. (CHS) acquired HMA in 2013. All of the nursing
homes currently owned by CHS were acquired from HMA. No such nursing home projects
have been completed since the CHS acquisition.

The applicant describes 2 key focus areas — cosmetic nature of project and changes to
largest nursing station. However, review of the floor plans identified what appears to
be work that will include changes to therapy areas on the 1* floor, patient rooms on
floors 2 and 3 floors, and patient dining/dayroom areas on the 3" floor, Please provide
brief highlights of upgrades and related changes to these patient areas of the 98 bed
facility.

24218241 vi
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Therapy area 1% floor: An ADL studio will be installed to provide therapies to assist

residents in transitioning back to home and community. The rehab gym area will be moved
to a larger space for better functionality.

Patient rooms: New cabinetry, flooring and paint.
Dining/dayroom area: New flooring paint and furniture.

Item I1.B — with respect to the types of beds, review of the Floor Plans revealed that all
of the patient rooms on the 2"° and 3" floors appear to be private patient rooms with
access to private toilets. However, only a few are labeled as “Private Patient Room”.
Please explain the difference. In your response, please complete the table below to help
further identify the differences in the types of patient rooms available at the facility.

There are 6 private rooms on the 2" floor. These are circled on the floor plan attached
following this response. The remaining 46 rooms are semi-private.

Type Room # # Average Key
Rooms Licensed Square Upgrades
Beds Feet/Room | in this

Project

Private 6 6 160 Cabinetry,
flooring &
paint

Semi- 46 92 220 Cabinetry,

Private flooring &
paint

Other 0 0 0

Total 52 98

24218241 v1
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4. Section B, Project Description, Item III (Plot Plan)
The plot plan included in the application is too small and illegible to clearly identify
locations of the applicant nursing home and the hospital and medical office building

on the 13 acre campus, with primary facility entrances for these buildings. Please
expand by revising the drawing and submit as a replacement page for the application.

The submitted plot plan is the only one that exists, to the best of the applicant's knowledge.
Attached following this response is a Google Map, labeled with the requested information.

24218241 v1
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S. Section C, Need, Item 4 (Service Area) EI
Please revise the table to include more recent population data from the

Department of Health.

An updated Population and Demographics table is attached following this response.

24218241 vl
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POPULATION AND DEMOGRAPHICS OF SERVICE AREA

Campbell State of
Variable County Tennessee
Current Year (2015), Age 65+ 7,793 1,012,937
Projected Year (2019), Age 65+* 8,241 1,134,565
Age 65+, % Change 5.7% 12.0%
Age 65+, % Total (CY) 18.7% 15.2%
Age 65+, % Total (PY) 19.3% 16.5%
CY, Total Population (2015) 41,783 6,649,438
PY, Total Population (2019) 42,792 6,894,997
Total Pop. % Change 2.4% 3.7%
TennCare Enrollees (April, 2015) 12,827 1,399,007
TennCare Enrollees as a % of Total
Population(CY) 30.7% 21.0%
Median Age (2010) 42 38
Median Household Income ('09-'13) $31,943 $44,298
Population % Below Poverty Level ('09-'13) 23.8% 17.6

Sources: Population, http://health.state.tn.us/statistics/CertNeed.shtml;
TennCare enrollment, TennCare Bureau website; Age, TACIR County Profiles

website; Income and poverty level, Census Bureau QuickFacts.
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6. Section C, Need, Item 5

The utilization table in the attachment is noted. It appears that utilization during the
period declined for all 3 nursing homes in Campbell County. Are there other factors
the applicant shared with these facilities that may have contributed to the decline
during the period such as increased home health utilization by residents of the
county, lack of available beds for Medicare patients requiring skilled services, etc?
Please clarify.

In 2013, the effects of the recent Tennessee Medicaid changes began to be felt. The Pre
Admission Evaluation (PAE) process for Tennessee became more stringent thus fewer
residents met the clinical criteria established. More hospital patients were discharged
home with home health or were transferred to assisted living facilities.

Please complete the charts below to help facilitate comparison of the facilities as it
pertains to utilization by level of care and accommodations available at each facility.

The requested tables are reflected below.

Service Area Nursing Home Utilization —Most Recent JAR

Facility Licensed | SNF SNF Other | SNF Level 2 NF | Total

Beds Beds- Beds- Lic. Medicare | Medicaid | ADC | ADC

Medicare | Medicare/ | Beds | ADC ADC
Medicaid

Beech Tree
Manor 110 0 110 0 14.6 1.0 78.6 88.2
Cumberland
Village 182 0 182 0 37.8 5.9 119.7 163.4
Tennova
LaFollette 98 0 98 0 11.2 5.4 68.2 85.3
Total 390 0 390 0 63.6 12.3 266.5 | 336.9

Service Area Patient Accommodation Mix-Most Recent JAR Period

Nursing Home | Licensed Total Total Total Ward Beds
Beds Private Semi- Companion
Beds Private Beds
Beds
Beech Tree
Manor 110 6 104 0 0
Cumberland
Village 182 14 168 0 0
Tennova
LaFollette 98 6 92 0 0
Service Area
Totals 390 26 364 0 0

24218241 v1
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May 5, 2015

Ms. Melanie Hill

Executive Director

Tennessee Health Services and Development Agency
500 Deaderick Street, 9" Floor

Nashville, TN 37243

Re: Funding Support for Certificate of Need Application LaFollette Medical Center
Dear Ms. Hill:

CHS / Community Health Systems, Inc., the parent of HMA Campbell County, LLC, d/b/a
LaFollette Medical Center, the entity which operates LaFollette Medical Center, has internal
funds available for the commitment to the following project, with an approximate project cost
of $2,383,663.00. CHS/Community Health Systems, Inc. had cash flow from operating
activities of $1,615 million in its fiscal year ending 12/31/14, and currently maintains a $1,000
million revolving credit facility with excess of $917 million as of 12/31/14 available to fund
future cash needs. CHS / Community Health Systems, Inc. is committed to this project and
will advance funds as necessary to complete this project.

Should you need anything further, | can be reached at 615-465-7015.
Regards,

’ /[ /

Lee C. Fleck
Director, Corporate Finance

CHS

COMMUNITY
HEeAaLTH

SYSTEMS

4000 Meridian Boulevard
Franklin, TN 37067

Tel: (615) 465-7000

PO. Box 689020

Franklin, TN 37068-9020

23232868 v1 \WIn001cshare\shared\Shared\Finance\FINANCE\Lee\Special Prolects\2015\02 2015\Funding Ltr - LaFollgtte Heglth Rehaly 4|29 14.docx

“Community Health Systems” is a registered trade name of CHSPSC, LLC.
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7. Section C. Economic Feasibility Item 1 (Project Cost Chart)

Your response is noted. Please provide a brief description of the rationale for including
amounts for contingency costs ($162,145), abatement ($85,000), and capital interest
(572,598).

The applicant believes these are legitimate costs of the project. The contingency is normally
included in a construction/renovation budget to cover unexpected cost overruns; abatement
expense is for the removal of Mastic adhesive which included asbestos; capital interest is an
amount allocated from the home office to a project of this type, and is considered a legitimate
cost of the project.

8. Section C, Economic Feasibility, Item 2
The May 11, 2015 letter from the applicant’s Chief Financial Officer is noted. However,
the letter appears to be in error based on references to a project requiring $8,865,000
funding support for operating room renovations at the Regional Hospital of Jackson.

Please provide a corrected letter.

The letter submitted was for a different project also affiliated with CHS, filed on the same
day.

A copy of the correct funding letter is attached following this response.

24218241 v1
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i
It is noted the applicant plans to fund the proposed $3,202,188 project with ¢ash
reserves. Given Community Health Systems funding support from cash reserves for
other recently approved CON projects in Knoxville (Tennova Physician’s Regional
Hospital and Nursing Home projects), please discuss the availability of cash to fund
operations of Community Health Systems within the $509,000,000 cash and cash
equivalents noted in the balance Sheet as of December 31, 2014.

CHS/Community Health Systems, Inc. plans to use cash on hand to fund the costs of the
project and notes that the costs would be incurred over the life of the project and therefore
excess cash flow from operations will be available to replenish cash on hand. In the event
that cash on hand does not cover the entire cost of the project, CHS/Community Health
Systems currently has $222 million of cash and another $855 million of borrowing capacity
under its $1.0 billion revolving line of credit. The revolver is liquid in that funds can be made
available on the same day, if necessary.

Please discuss how the recent Medicare settlement of $98,000,000 to resolve allegations
CHS overbilled Medicare and Medicaid will impact the financial viability and cash flow
of CHS and the funding of this project.

The settlement payment has already been fully funded and will have no impact on the ability
to provide capital resources for the project.

It is reported Community Health Services recently was the victim in the cyber theft of
personal patient data belonging to 4.5 million patients. Please clarify if this theft will
have a material adverse effect on CHS financial results.

This incident will have no material financial impact.
9. Section C, Economic Feasibility, Item 3

Please compare the construction cost of the project to the HSDA construction cost range
for similar facilities.

Nursing Home Renovation

This project cost per square foot: $90.46
Median approved cost (2011-2013): $55.00
3™ Quartile approved cost (2011-2013):  $101.00

Factors resulting in this project exceeding the medial approved cost include inflation and the
relatively small square footage being renovated in this project.

10. Section C, Economic Feasibility, Item 4 (Historical Data Chart)

Please provide a Historical Data Chart for the 98 bed nursing home.

24218241 vl
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From a financial operations standpoint, the Health and Rehab Center operates;,as a
department of the hospital. It is not a separate profit center, and accordingly, separate
financial reports are not prepared and maintained. The applicant can state generally,
however, the Health and Rehab Center has been profitable since being acquired by the
current owner. Its margin runs generally in the 40% range, including direct costs only, and
not taking into account indirect costs.

[

With respect to the hospital, please explain why there are no expenses pertaining to
allocations of current portions of long term debt owed by CHS, given the entries for
same in the Balance Sheet for the parent company.

In accordance with accounting principles, all such long term debt is rolled up into the
consolidated balance sheet and is not reflected on the individual hospital's books.

Significant decline in management fees of the hospital is apparent in the chart. What
accounts for the $8 million decline from fiscal year 20127

LaFollette’s former parent company, Health Management Associates, was acquired by
CHS/Community Health Systems, Inc. in January, 2013. As a result of that change, certain
methods of accounting have changed. While management services are provided by
Community Health Systems Professional Services Corporation, management fees are
accounted for through a different methodology than the Health Management approach and
encompasses a different set of services.

Despite growth inpatient admissions from the 2012 to 2014 fiscal period, there appears
to be a significant decline of approximately $7 million in Net Operating Income. Please
briefly describe what accounts for this decline in the hospital’s financial performance.
The 2012 financial data, which was under prior ownership, did not include regional
allocation of expenses from the parent company, which made the bottom line appear
higher, In 2013, these regional allocations were allocated to the facility for a portion
of the year. In 2014, the regional allocations are on the books for the entire year.

11. Section C, Economic Feasibility, Item 4 (Projected Data Chart)
Please specify the utilization data (unit of measure).

The unit of measure is patient days. A revised Projected Data Chart is attached following
this response.

24218241 vl



SUPPLEMENTAL #1
May 26, 2015
1:55 am

PROJECTED DATA CHART

Give information for the two (2) years following completion of this proposal. The fiscal year begins in R

Year 1 Year 2
A. Utilization/Occupancy Data (Patient Days). 31,654 31,971
B. Revenue from Services to Patients
1. Inpatient Services 9,719,249 § 9,816,441.00
2. Outpatient Services $ $
3. Emergency Services $ $
4. Other Operating Revenue (Specify) $ $
Gross Operating Revenue $ 9,719,249.00 $ 9,816,441.00
C. Deductions from Operating Revenue
1. Contractual Adjustments $ 2,975,800.00 $ 3,005,558.00
2. Provisions for Charity Care $ $
3. Provisions for Bad Debt $ 202,303.00 $
Total Deductions $ 3,178,103.00 $ 3,005,558.00
NET OPERATING REVENUE $ 6,541,146.00 $ 6,810,883.00
D. Operating Expenses
1. Salaries and Wages $ 2,979,551.00 $ 3,009,347.00
2, Physicians' Salaries and Wages
3. Supplies $ 650,651.00 $ 657,158.00
4. Taxes
5. Depreciation
6. Rent $ 6,803.00 $ 6,803.00
7. Interest, other than Capital
8. Management Fees:
a. Fees to Affiliates
b. Fees to Non-Affiliates
9. Other Expenses $ 53,498.00 $ 53,619.00
Specify: purchased services, maintenance, etc.
Total Operating Expenses $ 3,690,503.00 $ 3,726,927.00
E. Other Revenue (Expenses)--Net
Specify:
NET OPERATING INCOME (LOSS) 3 2,850,643.00 $ 3,083,956.00
F; Capital Expenditures
1. Retirement of Principal
2. Interest
Total Capital Expenditures $ - $ =
NET OPERATING INCOME (LOSS) $ 2,850,643.00 $ 3,083,956.00
LESS CAPITAL EXPENDITURES $ - $ -
NOI LESS CAPITAL EXPENDITURES $ 2,850,643.00 $ 3,083,956.00
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Given that the applicant is related to the hospital on the 13 acre campus through
ownership by CHS, why are there no management fees in the Projected Data Chart for
the nursing home? If needed, please include management fees in the Projected Data
Chart for the facility and resubmit.

Because the Health and Rehab Center is financially operated as a department of the hospital,
the management fees are assessed to the hospital as a whole. The applicant knows of no
accurate methodology to allocate a portion of the management fees to the Health & Rehab
Center.

12. Section C, Economic Feasibility, Item 9

The response confirming participation in state and federal programs is noted. Please explain
the factors that appear to be driving the rather high Medicare skilled mix noted in the
response (59%) in light of the high number of Campbell County residents enrolled in
TennCare and the impact to nursing homes as a result of the Linton Rule. Please also
complete the table below to help illustrate the payor mix of the facility in Year 1 compared to
current status.

The payor mix reflected in the application was for the entire hospital, not just the nursing
home. A Replacement Page 25 is attached following this response. The estimated payor mix
for the nursing home is reflected below.

Payor Source 2014 Gross Year 1 Gross Year 1 as a % of Total Gross
Revenue Revenue Revenue

Medicare 825,164 833,416 8.49%

TennCare 7,795,810 7,873,767 80.21%

Managed Care 424,731 428,978 4.37%

Commercial 0 0 0

Self-Pay 510,261 515,363 5.25%

Other 163,283 164,916 1.68%

Total 9,719,249 9,816,441

24218241 v1



10.

11.

SUPPLEMENTAL #1
May 26, 2015 ;
1:55 am

Tennova LaFollette Health and Rehab Center is already financially viable. And as
reflected on the Projected Data Chart, the facility will likewise be financially viable
following implementation of the project.

Discuss the project’s participation in state and federal revenue programs including a
description of the extent to which Medicare, TennCare/Medicaid, and medically
indigent patients will be served by the project. In addition, report the estimated
dollar amount of revenue and percentage of total project revenue anticipated from
each of TennCare, Medicare, or other state and federal sources for the proposal’s first
year of operation.

The applicant participates in both Medicare and TennCare. The projected payor mix and
anticipated net revenues in Year 1 from each program are reflected below:

Medicare: 8.5% $833,416
TennCare 80% $7,873,767

Provide copies of the balance sheet and income statement from the most recent
reporting period of the institution and the most recent audited financial statements
with accompanying notes, if applicable. For new projects, provide financial
information for the corporation, partnership, or principal parties involved with the
project. Copies must be inserted at the end of the application, in the correct alpha-
numeric order and labeled as Attachment C, Economic Feasibility-10.

The owner, a subsidiary of Community Health Systems, Inc. does not maintain separate
financials. A copy of the Consolidated Income Statement and Balance Sheet is attached as
Attachment C, 11, Economic Feasibility 10.

Describe all alternatives to this project which were considered and discuss the
advantages and disadvantages of each alternative including but not limited to:

a. A discussion regarding the availability of less costly, more effective, and/or
more efficient alternative methods of providing the benefits intended by the proposal.
If development of such alternatives is not practicable, the applicant should justify why
not; including reasons as to why they were rejected.

The only option to the cosmetic renovation was to do nothing. This option was rejected as
not being in the best interest of the facility and the patients.

b. The applicant should document that consideration has been given to
alternatives to new construction, e.g., modernization or sharing arrangements. It
should be documented that superior alternatives have been implemented to the
maximum extent practicable.

25 R
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13. Section C, Contribution to Orderly Development, Item 3

Please provide the current direct patient care staffing level of the 98 bed dually
certified facility.

As of the end of 1¥ Quarter, 2015, the direct patient care staffing levels are as follows:

Total Nurse to patient: 1.57:1
CNA to patient: 2.22:1
Overall direct care staff to patient: 3.79:1

Staffing levels include a minimum of 2.0 hours of direct care to each resident every day,
including 0.4 hours of licensed nursing personnel time.

14. Project Updates for Other Approved CONs of Applicant or Parent Company

Please provide brief updates for the outstanding, unimplemented CON projects listed below
that Community Health Systems has ownership interests in. Note. approved Project Cost is
shown in parenthesis.

Metro Knoxville HMA, LLC d/b/a Tennova Healthcare, CN1406-033A ($6,454,796)

This project was approved November 19, 2015 and is for the purpose of relocating skilled
nursing home beds to a replacement hospital facility (approved in CN1408-034A). The
project is currently on schedule, according to the development schedule submitted in the
CON application.

Tennova Physician’s Regional Medical Center, CN1408-034A ($303,545,204)

This project was approved November 19, 2015 and is for the purpose of building a
replacement hospital for Physicians Regional Medical Center. The project is on schedule,
according to the development schedule submitted in the CON application.

Lakeway Regional Hospital, CN1405-013A, ($33,000)

This project is complete. Our records indicate a Final Project Report was filed November
17,2014.

Dyersburg Regional Medical Center, CN1403-007A, ($367,763)

This project is proceeding on schedule in approximate harmony with the project Completion
Forecast Chart. An Annual Progress Report will be submitted at eth appropriate time.
Metro Knoxville, HMA, LLC d/b/a Tennova Healthcare-North Knoxville Medical
Center, CN1211-056A, ($4,377,421)

CN1211-056A was for the initiation of diagnostic cardiac catheterization services at North
Knoxville Medical Center. Construction is complete, equipment has been installed, and the

State inspection is underway now. We anticipate initiating treatment of patients by June 15,
2015.

24218241 vl
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HMA Fentress County Hospital, LLC d/b/a Jamestown Regional Medical Cé}iter,
CN1211-055, ($30,677)

Per the hospital CEO, swing bed services have not yet been initiated due to difficulties in
recruiting and retaining a qualified contract therapy company to provide therapy services to
these patients, since we have been unsuccessful in recruiting employed therapists to support
the service. It is projected that the service will be initiated by October 1, 2015.

Lebanon HMA, d/b/a University Medical Center, CN1210-051AE, (54,844,035)

In February 2013, following CON approval, University Medical Center finalized its asset
purchase of the Radiation Oncology Center from Southeast Cancer Network, Inc. University
Medical Center now operates the Radiation Oncology Center under its license. Although an
equipment upgrade was included in the CON application projected costs, new equipment has
not yet been purchased. University Medical Center is evaluating the potential equipment
upgrade as well as continuing discussions regarding a potential relationship with another
well-established oncology program.

North Knoxville Medical Center f/k/a Mercy Medical Center-North, CN1106-019AE,
($4,694,671)

CN1106-019AE is for the addition of a second linear accelerator to North Knoxville Medical
Center. The project is in process, with equipment ordered and construction quotes being
finalized.

15. Proof of Publication
Documentation of publication of the Letter of Intent on May 8, 2015 in the Knoxville
Sentinel, a newspaper of general circulation in the applicant’s service area, was
missing from the application. Please provide same in the form of either a copy from the
newspaper with mast intact or a publisher’s affidavit.

A Publishers Affidavit is attached following this response.

24218241 vl
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To: TENNOVA HEALTHCARE

(Advertising) NOTIFICATION OF INTENT TO APPLY FOR (Ref No: 532471)

P.O.#:

PUBLISHER’S AFFIDAVIT
State of Tennessee }

5.8
County of Knox }

Before me, the undersigned, a Notary Public in and for said county, this day personally came Louise.
Watkins first duly sworn, according to law, says that he/she is a duly authorized representative of The
Knoxville News-Sentinel, a daily newspaper published at Knoxville, in said county and state, and that

the advertisement of’

(The Above-Referenced)

of which the annexed is a copy, was published in said paper on the following date(s):
05/10/15 Sun

and that the statement of account herewith is correct to the best of his/her knowledge, information, and

belief. >
N 0 WW
Subscribed and sworn to before me this \ S day of MTQU\ 20 \S
W‘/M\/\
tary Public ,
MY COMMISSION EXPIRES:
My commission expires June 28, 2017 20
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AFFIDAVIT

STATE OF TENNESSEE

COUNTY OF CAMPBELL

NAME OF FACILITY: TENNOVA LAFOLLETTE HEALTH & REHAB CENTER

I, IQ/VWL 4‘\-71\-’ , after first being duly sworn, state under oath that I am the

applicant named in this Certificate of Need application or the lawful agent thereof, that I have

revi?wed all of the supplemental information submitted herewith, and that it is true, accurate, and

comiolete.

/ P TR

Si gﬁaturef’]‘ itle

Sworn to and subscribed before me, a Notary Public, this the Ql 8|:iay of May , 2015, witness
my hand at office in the County of Campbell, State of Tennessee.

NOTARY PUBLIC

My commission expires q } l %! 1D

HF-0043

Revised 7/02

24227067 v1



State of Tennessee

Health Services and Development Agency

Andrew Jackson State Office Building, 9" Floor

502 Deaderick Street, Nashville, TN 37243

www.tn.gov/hsda Phone: 615-741-2364/Fax: 615-741-9884

May 18, 2015

Jerry Taylor, Attorney

Burr & Forman, LLP

501 Union Street, Suite 2300
Nashville, TN 37219

RE: Certificate of Need Application CN1505-021
Tennova LaFollette H%alth & Rehab

Dear Mr. Taylor:

This will acknowledge our May 15, 2015 receipt of your application for a Certificate of
Need for the renovation of Tennova LaFollete Health andp ehab Center, a 98 licensed
bed freestanding nursing home located at 200 Torrey Road in LaFollette (Campbell
County), Tennessee at a construction cost in excess of $2 million dollars. The project will
focus on improvements to nursing stations and cosmetic upgrades with no change in
services or licensed bed complement of the facility.

Several items were found which need clarification or additional discussion. Please
review the list of questions below and address them as indicated. The questions have
been keyed to the application form for your convenience. I should emphasize that an
application cannot be deemed complete and the review cycle begun until all questions
have been answered and furnished to this office.

Please submit responses in triplicate by 4:00 PM, Tuesday, May 26, 2015. If the
supplemental information requested in this letter is not submitted by or before this
time, then consideration of this application may be delayed into a later review cycle.

1. Applicant Profile, Item 4

The ownership by Campbell County HMA, LLC, a wholly owned indirect
subsidiary of Community Health Systems (CHS), is noted. Please provide an
organizational chart showing the relationship between the garties. In your
response, please also provide the names, addresses and # licensed beds of nursing
homes owned and/or operated by CHS in Tennessee.

2. Applicant Profile, Item 6, Legal Interest in Site

The assignment in 2011 of the original April 2000 lease agreement from Mercy
Health Partners, Inc. to Campbell County HMA, LLC is noted. It is unclear how the
$6,803 annual lease amount in the Projected Data Chart is consistent with the
amount and terms of the schedule on pages 12 -13 of the lease document. Please
clarify such that the applicant’s lease obfigations can be fully appreciated.



Jerry Taylor, Attorney
May 18,2015
Page 2
3. Section B. Project Description, Item 1 and Section B, Project Description, Items
IL.A and II.B

Item 1 - given the lease assignment documentation, it appears that ownership
changed in 2011. Please provide an overview with timeline of changes from
original to current ownership.

[tem II.A- Please provide a description with timeline of any prior key physical
plant projects since 98 bed nursing facility opened.

Of The CHS nursing homes owned or operated by CHS in TN, what major
construction or renovation projects has CMS sponsored in amounts over $2
million?

The applicant describes 2 kei)f focus areas - cosmetic nature of project and changes
to largest nursing station. However, review of the floor plans identified what
appears to be work that will include changes to therapy areas on the 1st floor,

atient rooms on floors 2 and 3 floors, and patient dining/dayroom areas on the 3
loor. Please provide brief highlights of upgrades and related changes to these
patient areas of the 98 bed facility.

Item II.B - with respect to the types of beds, review of the Floor Plans revealed that
all of the patient rooms on the 27 and 34 floors appear to be private patient rooms
with access to private toilets. However, only a few are labeled as “Private Patient
Room”. Please explain the difference. In your response, please complete the table
below to help further identify the differences in the types of patient rooms
available at the facility.

Type Room # Rooms # Licensed Average Key
Beds Square Upgrades
Feet/Room | in this
Project
Private
Semi-Private
Other
Total

4. Section B, Project Description, Item III (Plot Plan)

The plot plan included in the application is too small and illegible to clearly
identify locations of the applicant nursing home and the hospital and medical
office guilding on the 13 acre campus, with primary facility entrances for these
buildings. Please expand by revising the drawing and submit as a replacement
page for the application.

5. Section C, Need, Item 4 (Service Area)

Please revise the table to include more recent population data from the
Department of Health.

6. Section C, Need, Item 5



Jerry Taylor, Attorney

May 18,2015
Page 3

The utilization table in the attachment is noted. It appears that utilization during
the period declined for all 3 nursing homes in Campbell County. Are there other
factors the applicant shared with these facilities that may have contributed to the
decline during the period such as increased home health utilization by residents of
the county, lack of available beds for Medicare patients requiring skilled services,
etc? Please clarify.

Please complete the charts below to help facilitate comparison of the facilities as it
ertains to utilization by level of care and accommodations available at each

acility.
Service Area Nursing Home Utilization ~-Most Recent JAR
Facility Licensed | SNF SNF Other SNF Level 2 NF Total
Beds Beds- Beds- Lic. Medicare | Medicaid ADC ADC
Medicare | Medicare/ | Beds ADC ADC
Medicaid
Total
Service Area Patient Accommodation Mix-Most Recent JAR Period
Nursing Home Licensed Total Private Total Total Companion | Ward Beds
Beds Beds Semi- Beds
Private
Beds

Service Area
Totals

7. Section C. Economic Feasibility Item 1 (Project Cost Chart)

Your response is noted. Please provide a brief description of the rationale for
including amounts for contingency costs ($162,145), abatement ($85,000), and capital
interest ($72,598).

8. Section C, Economic Feasibility, Item 2

The May 11, 2015 letter from the applicant’s Chief Financial Officer is noted.
However, the letter appears to be in error based on references to a project requiring
$8,865,000 funding support for operating room renovations at the Regional Hospital
of Jackson. Please provide a corrected letter.
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It is noted the applicant plans to fund the proposed $3,202,188 project with cash
reserves. Given Community Health Systems funding support from cash reserves for
other recently approved CON projects in Knoxville (Tennova Physician’s Regional
Hospital and Nursing Home projects), please discuss the availability of cash to fund
operations of Community Health Systems within the $509,000,000 cash and cash
equivalents noted in the balance Sheet as of December 31, 2014.

Please discuss how the recent Medicare settlement of $98,000,000 to resolve
allegations CHS overbilled Medicare and Medicaid will impact the financial viability
and cash flow of CHS and the funding of this project.

It is reported Community Health Services recently was the victim in the cyber theft
of personal patient data belonging to 4.5 million patients. Please clarify if this theft
will have a material adverse effect on CHS financial results.

9. Section C, Economic Feasibility, Item 3

Please compare the construction cost of the project to the HSDA construction cost
range for similar facilities.

10. Section C, Economic Feasibility, Item 4 (Historical Data Chart)
Please provide a Historical Data Chart for the 98 bed nursing home.

With respect to the hospital, please explain why there are no expenses pertaining to
allocations of current portions of long term debt owed by CHS, given the entries for
same in the Balance Sheet for the parent company.

Significant decline in management fees of the hospital is apparent in the chart. What
accounts for the $8 million decline from fiscal year 2012?

Despite growth inpatient admissions from the 2012 to 2014 fiscal period, there
appears to be a significant decline of approximately $7 million in Net Operating
Income. Please briefly describe what accounts for this decline in the hospital’s
financial performance.

11. Section C, Economic Feasibility, Item 4 (Projected Data Chart)
Please specify the utilization data (unit of measure).
Given that the aif licant is related to the hospital on the 13 acre campus through
ownership by CHS, wh%/ are there no management fees in the Projected Data Chart
f

for the nursing home? If needed, please include management fees in the Projected
Data Chart for the facility and resubmit.
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12. Section C, Economic Feasibility, Item 9

The response confirming participation in state and federal programs is noted. Please
explain the factors that a; ear to be driving the rather high Medicare skilled mix
noted in the response (59%) in light of tﬁe high number of Campbell County
residents enrolled in TennCare and the impact to nursing homes as a result of the
Linton Rule. Please also complete the table below to help illustrate the payor mix of
the facility in Year 1 compared to current status.

Payor Source 2014 Gross Year 1 Gross Year1 as a % of
Revenue Revenue Total Gross
Revenue

Medicare
TennCare

Managed Care
Commercial
Self-Pay

Other

Total

13. Section C, Contribution to Orderly Development, Item 3

Please provide the current direct patient care staffing level of the 98 bed dually
certified facility.

14. Project Updates for Other Approved CONs of Applicant or Parent Company
Please provide brief updates for the outstanding, unimplemented CON projects
listed below that Community Health Systems has ownership interests in. Note:
approved Project Cost is shown in parenthesis.
Metro Knoxville HMA, LLC d/b/a Tennova Healthcare, CN1406-033A ($6,454,796)
Tennova Physician’s Regional Medical Center, CN1408-034A ($303,545,204)
Lakeway Regional Hospital, CN1405-013A, ($33,000)
Dyersburg Regional Medical Center, CN1403-007A, ($367,763)

Metro Knoxville, HMA, LLC d/b/a Tennova Healthcare-North Knoxville Medical
Center, CN1211-056A, ($4,377,421)

HMA Fentress County Hospital, LLC d/b/a Jamestown Regional Medical Center,
CN1211-055, ($30,677)

Lebanon HMA, d/b/a University Medical Center, CN1210-051AE, ($4,844,035)

North Knoxville Medical Center f/k/a Mercy Medical Center-North, CN1106-
019AE, ($4,694,671)
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15. Proof of Publication

Documentation of publication of the Letter of Intent on May 8, 2015 in the Knoxville
Sentinel, a newspaper of general circulation in the applicant’s service area, was
missing from the application. Please provide same in the form of either a copy from
the newspaper with mast intact or a publisher’s affidavit.

In accordance with Tennessee Code Annotated, §68-11-1607(c) (5), "...If an application is
not deemed complete within sixty (60) days after written notification is given to the
applicant by the agency staff that the application is deemed incomplete, the application
shall be deemed void." In accordance with Tennessee Code Annotated, §68-11-1607(c)
(5), "..If an application is not deemed complete within sixty (60) days after written
notification is given to the applicant by the agency staff that the application is deemed
incomplete, the application sﬁall be deemed void." For this application the sixtieth
(60th) day after written notification is July 20, 2015. If this application is not deemed
complete by this date, the application will be deemed void. Agency Rule 0720-10-
.03(4) (d) (2) indicates that "Failure of the applicant to meet this deadline will result in
the application being considered withdrawn and returned to the contact person. Re-
submittal of the application must be accomplished in accordance with Rule 0720-10-.03
and requires an additional filing fee." Please note that supplemental information must
be submitted timely for the application to be deemed complete prior to the beginning
date of the review cycle which the applicant intends to enter, even if that time is less
than the sixty (60? days allowed by the statute. The supplemental information must be
submitted with the enclosed affidavit, which shall be executed and notarized; please
attach the notarized affidavit to the supplemental information.

If all supplemental information is not received and the application officially deemed
complete prior to the beginning of the next review cycle, then consideration of the
application could be delayed into a later review cycle. The review cycle for each
application shall begin on the first day of the month after the application has been
deemed complete by the staff of the Health Services and Development Agency.

Any communication re?arding projects under consideration by the Health Services and
Development Agency shall be in accordance with T.C.A. > 68-11-1607(d):

(1) No communications are permitted with the members of the agency once the
Letter of Intent initiating the application process is filed with the agency.
Communications between agency members and agency staff shall not be
prohibited. Any communication received by an agency member from a person
unrelated to the applicant or party opposing the application shall be reported
to the Executive Director and a written summary of such communication shall
be made part of the certificate of need file.

(2) All communications between the contact person or legal counsel for the
applicant and the Executive Director or agency staff after an application is
deemed complete and placed in the review cycle are prohibited unless
submitted in writing or confirmed in writing and made part of the certificate of
need application file. Communications for the purposes of clarification of facts
and issues that may arise after an application has been deemed complete and
initiated by the Executive Director or agency staff are not prohibited.

Should you have any questions or require additional information, please do not
hesitate to contact this office.
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Sincerely,

= i

Jeff Grinim

Health Services Development Examiner
PJG

Enclosure






AFFIDAVIT

STATE OF TENNESSEE

COUNTY OF

NAME OF FACILITY:

1 , after first being duly sworn, state under oath that | am the

applicant named in this Certificate of Need application or the lawful agent thereof, that |
have reviewed all of the supplemental information submitted herewith, and that it is true,

accurate, and complete.

Signature/Title

Sworn to and subscribed before me, a Notary Public, this the day of , 20

witness my hand at office in the County of , State of Tennessee.

NOTARY PUBLIC

My commission expires

HF-0043

Revised 7/02






State of Tennessee

Health Services and Development Agency

Andrew Jackson State Office Building, 9" Floor

502 Deaderick Street, Nashville, TN 37243

www.tnh.gov/hsda Phone: 615-741-2364/Fax: 615-741-9884

May 28, 2015

Jerry Taylor, Attorney

Burr & Forman, LLP

501 Union Street, Suite 2300
Nashville, TN 37219

RE: Certificate of Need Application CN1505-021
Tennova LaFollette Health & Rehab

Dear Mr. Taylor:

This will acknowledge our May 26, 2015 receipt of your 1st supplemental response
pertaining to your application for a Certificate of Need for the renovation of Tennova
LaFollete Health and Rehab Center, a 98 licensed bed freestanding nursing home
located at 200 Torrey Road in LaFollette (Campbell County), Tennessee at a
construction cost in excess of $2 million dollars. The project will focus on improvements
to nursing stations and cosmetic upgrades with no change in services or licensed bed
complement of the facility.

Several items were found which need clarification or additional discussion. Please
review the list of questions below and address them as indicated. The questions have
been keyed to the application form for your convenience. I should emphasize that an
application cannot be deemed complete and the review cycle begun until all questions
have been answered and furnished to this office.

Please submit responses in triplicate by 2:00 PM, Friday, May 29, 2015. If the
supplemental information requested in this letter is not submitted by or before this
time, then consideration of this application may be delayed into a later review cycle.

1. Section B, Project Description, Item III (Plot Plan)

The Google Map containing a satellite image of the site is noted. Please note the
following questions:

(a)Please explain what the arrow to the far left of the image is pointing to.
(b)Since no other plot plan drawing is available, please trace or outline the nursin
home and hospital buildings in the satellite image using a highlighter wit
contrasting color. Please also add an arrow showing the main entrance of the
hospital.

2. Section C, Need, Item 5

The utilization table provided in the response to highlight utilization by level of
care classifications is noted. Of the 3 existing facilities, review of the Final
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published 2013 JAR revealed that Beech Tree Manor reported a Medicare SNF
average daily census (ADC) of approximately 8.6 patients per day in lieu of the
14.6 patients per day shown in the table. As a result, it appears that the combined
average Medicare SNF utilization may be lower than shown for 2013. Please
review the provider 2013 JAR to confirm this finding and submit a revised table.

The response with table labeled “Service Area Patient Accommodation Mix-Most
Recent JAR Period” is noted. It appears that private beds account fall in a range of
5% to 8% of the total licensed bed complement in Camgbell County. Given the
applicant’s declinin;i1 bed occupancy between 2011-2013 was any consideration

iven to increasing the mix of private rooms as a strategy to help position itself as
the preferred choice in the market and improve bed occupancy going forward?
Please clarify.

3. Section C, Economic Feasibility, Item 2

The response indicates that CHS has approximately $222 million of cash to fund
operations of Community Health Systems within the $509 million cash and cash
equivalents noted in the Consolidated Balance Sheet as of December 31, 2014. The
response also states that another $855 million of borrowing capacity is available from
a $10 billion revolving line of credit. Where is the entry for the $10 billion reflected in
the Consolidated Balance Sheet for the applicant’s parent company?

4. Section C, Economic Feasibility, Item 4 (Historical Data Chart)

With respect to the questions about management fees and Net Operating Income of
approximately $8 million and $7 million, resPectively, where are these amounts
included in the copy of the parent company’s “Consolidated Statements of Income”
in the application attachment?

In accordance with Tennessee Code Annotated, §68-11-1607(c) (5), "...If an application is
not deemed complete within sixty (60) days after written notification is given to the
applicant by the agency staff that the application is deemed incomplete, the application
shall be deemed void." In accordance with Tennessee Code Annotated, §68-11-1607(c)
(5), "...If an application is not deemed complete within sixty (60) days after written
notification is given to the applicant by the agency staff that the application is deemed
incomplete, the application shall be deemed void." For this application the sixtieth
(60th) day after written notification is July 20, 2015. If this application is not deemed
complete by this date, the application will be deemed void. Agency Rule 0720-10-
.03(4) (dR (2) indicates that "Failure of the applicant to meet this deadline will result in
the application bein§ considered withdrawn and returned to the contact person. Re-
submittal of the application must be accomplished in accordance with Rule 0720-10-.03
and requires an additional filing fee." Please note that supplemental information must
be submitted timely for the application to be deemed complete prior to the beginning
date of the review cycle which the applicant intends to enter, even if that time is less
than the sixty (60% days allowed by the statute. The supplemental information must be
submitted with the enclosed affidavit, which shall be executed and notarized; please
attach the notarized affidavit to the supplemental information.

If all supplemental information is not received and the application officially deemed
complete prior to the beginning of the next review cycle, then consideration of the
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application could be delayed into a later review cycle. The review cycle for each
application shall begin on the first day of the month after the application has been
deemed complete by the staff of the Health Services and Development Agency.

Any communication regarding projects under consideration by the Health Services and
Development Agency shall be in accordance with T.C.A. > 68-11-1607(d):

(1) No communications are permitted with the members of the agency once the
Letter of Intent initiating the application process is filed with the agency.
Communications between agency members and agency staff shall not be
prohibited. Any communication received by an agency member from a person
unrelated to the applicant or party opposing the application shall be reported
to the Executive Director and a written summary of such communication shall
be made part of the certificate of need file.

(2) All communications between the contact person or legal counsel for the
applicant and the Executive Director or agency staff after an agplication is
deemed complete and placed in the review cycle are prohibited unless
submitted in writing or confirmed in writing and made part of the certificate of
need application file. Communications for the purposes of clarification of facts
and issues that may arise after an application Eas lI):Jeen deemed complete and
initiated by the Executive Director or agency staff are not prohibited.

Should you have any questions or require additional information, please do not
hesitate to contact this office.

Sincerely,

S
\Jeag G

Health Services Development Examiner
PIG

Enclosure



AFFIDAVIT

STATE OF TENNESSEE

COUNTY OF

NAME OF FACILITY:

I , after first being duly sworn, state under oath that | am the

applicant named in this Certificate of Need application or the lawful agent thereof, that |
have reviewed all of the supplemental information submitted herewith, and that it is true,

accurate, and complete.

Signature/Title
Sworn to and subscribed before me, a Notary Public, this the day of , 20
witness my hand at office in the County of , State of Tennessee.
NOTARY PUBLIC

My commission expires

HF-0043

Revised 7/02
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